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EDITORIAL COMMENT 
How We Are Getting On with Our Job 


HE “job” above referred to means 

the making of our war efforts most 

effectively count. As our principal 
task was one of production, there is the 
highest authority for stating that what 
has been done in this line is miracu- 
lous. This is particularly true in rela- 
tion to the conversion of the great au- 
tomobile industry to war-time produc- 
tion. Much praise is due to other 
branches of industry for similar results, 
but it happens that the automobile in- 
dustry is outstanding from its sheer 
magnitude. 

In the past, American industry has 
been subjected to much criticism, but 
under the stress of war it has magnifi- 
cently justified itself. It has done what 
was required of it and has done it 
promptly and well. 

In saying this, one must not lose 
sight of the fact that management alone 
could not have reached this desirable 
goal without the codperation of labor. 
American workers have bent to their 
tasks, and they deserve the everlasting 
gratitude of the country for their splen- 
did help. 

Banking has also given the Govern- 
ment unstinted support, in buying its 
securities and in assisting in the promo- 
tion of a number of patriotic undertak- 
ings calculated to be helpful in the 
conduct of the war. 

And our people as a whole have— 
with a little grumbling it is true— 


accepted the duties and hardships which 
war necessarily brings, as they take up 
still heavier duties to come and accept 
still greater sacrifices. 

It is in no critical spirit, but merely 
to record a fact, to say that it is in the 
sphere of government itself that much 
of confusion exists. Not only have 
Congress and the Administration seri- 
ously differed on vital policies, but in 
some of the agencies created by the 
Executive a division respecting policies 
has been. manifest. This state of af- 
fairs is not altogether due to politics, 
for Congress and the Administration 
are of the same political faith. But, 
in a sense, the lack of consistency has 
a political aspect, for members of Con- 
gress who are to come up for reélection 
in November must take into considera- 
tion what effect certain policies will 
have on their prospects for success at 
the polls in November. This considera- 
tion has, unfortunately, entered into 
such really vital matters as the wage 
situation and “parity prices” for farm- 
ers. The attempts to prevent inflation 
and to control prices have been ham- 
pered by this division of opinion. 

Despite this division, it must be clear 
that the United States is making great 
strides in production, and in the train- 
ing and equipment of troops. As our 
efforts are more and more thrown into 
the scale, they must have a powerful 
effect in turning the tide not now run- 
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ning any too strongly in favor of the 
United Nations. 

In this time of crisis there is no room 
for political squabbles, or even for di- 
vision of opinion over non-essentials. 
To one end the undivided and un- 
flinching effort must we be unshakably 
committed—the winning of the war. 


© 


POSSIBLE RETURN OF OUR OLD 
FRIEND 


ATHER of interest to the antiqua- 
rian than to those of the present 
age is any discussion of the gold 

standard. And yet, in its time this 
standard played no inconspicuous part 
in the world’s financial economy. One 
of its functions, and long considered a 
desirable one, was its restraining influ- 
ences of various kinds. So long as 
currency and credit expansion were con- 
ditioned by gold reserves, there was a 
definable limit to such expansion. With 
the disappearance of the gold standard, 
this limit likewise disappeared. In our 
own country, so far as relates to the 
currency, this limit still exists, for the 
Federal Reserve notes, constituting the 
major part of the currency, are still 
based upon a definite percentage of 
gold, although our stock of gold is so 
large as to deprive this limitation of 
any practical significance. 

There was another and more impor- 
tant restraining influence which the gold 
standard imposed, and that related to 
the ability of a country to make war. 
Financial students of an earlier day will 
recall the immense sums of gold which 
Germany had locked up in the Fortress 
of Spandau as a war chest. Now, coun- 
tries engage in war with little regard to 
their supply of gold. For their inter- 
national trade, they depend upon barter, 
blocked currencies, or some kindred de- 
vice. To meet domestic currency re- 
quirements, while freedom of the press 
may be restricted, this does not prevent 
the free use of the printing press for 
manufacturing “money.” 

No doubt there were many persons 
who deprecated the limitations of cur- 
rency and credit expansion which the 


gold standard imposed. Their cry was, 
“an adequate supply of currency and 
credit to meet the demands of trade,” 
which sounds fine, but lacks precise 
meaning, just as did the pronouncement 
in political platforms in support of a 
“sound currency.” 

But to the extent that the gold stand- 
ard acted as a restraint against war, 
few persons can contemplate with satis- 
faction the disappearance of that re- 
straint. For surely, war making is all 
too easy a financial undertaking in these 
days. 

It would probably be considered as 
heretical for THE BANKERS MAGAZINE 
to say anything in defense of the gold 
standard. Yet, when that standard was 
in operation, it worked fairly well so 
long as the world’s affairs were con- 
ducted on a sane basis; but when that 
basis no longer existed, the gold stand- 
ard went along with many cherished 
institutions of other days. 

Curiously enough, as this is written, 
there is a pending proposal for putting 
gold certificates in general circulation. 
Problem for financial experts: What is 
a “gold certificate” not redeemable in 
gold? 

As to the gold standard itself, recall 
the reappearance of Banquo’s ghost. 


® 


THE NATIONAL ELECTIONS 


HILE bankers, as bankers, are not 

specially interested in politics, 

they have in our national election 
the general concern of all American citi- 
zens, and are also interested in the effect 
the elections may have on the general 
economic situation of the country, and 
how this, in turn, may affect their own 
institutions. 

In saying that bankers, as bankers, 
are not specially interested in politics, 
is equivalent to saying that banks are 
really democratic in their character. 
They do not appraise a man’s credit 
standing by his political affiliations, nor 
do they consider his race or religion. In 
fact, they exemplify that spirit of real 
democracy about which so much is 
heard in these days. 
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In Time of War 
Prepare 
for Peace 


The advice of George Wash- 
ington to his countrymen “In 
time of peace prepare for war” 
is equally appropriate today when 
written in reverse. 


When this war ends, American 
banking will be confronted with 
unprecedented problems — and 
opportunities. 


We believe an account with us 
would be a benefit to you at all 
times. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Resources Over $650,000,000 


Member of Federal Deposit Insurance Corporation 
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Events move so swiftly in these times 
that any attempt clearly to define the 
issues that will enter into the November 
elections must be subject to the swiftly 
changing scene. 

But, almost inevitably, there are some 
matters which must challenge the atten- 
tion of the voters in November, when 
they are called on to elect all the mem- 
bers of the House of Representatives 
as well as part of the Senators. 

First, will be as to the efficiency of 
our war effort. And while it may be 
considered unfortunate that, in these 
critical times, this should be made a 
matter of public controversy, the matter 
is of such vital concern to the country’s 
welfare, that such discussion cannot be 
avoided. 

But, most fortunately, the debate will 
be conducted within closely defined lim- 
its. It will have to do solely with one 


aspect of the situation, namely, has the 
conduct of the war been as efficient as 
was possible under existing circum- 
stances. 

For about one thing there is not the 
slightest division of opinion. 


Demo- 
crats and Republicans are united in one 
purpose, the winning of the war in the 
shortest practicable period. 

The campaign that is to follow in a 
few months should have but one purpose, 
and that is to review our war efforts in 
the light of experience with the hope of 
making them as effective as possible, 
and this without reference to any po- 
litical advantage to either party. 

Manifestly, the expenditure of such 
vast sums as the war requires will bring 
into examination the economy of these 
expenditures, and whether or not there 
has been an adequate curtailment of 
non-military outlays. 

Taxation, price control, and measures 
designed to prevent inflation, are also 
subjects which voters will be called on 
to consider. 

Perhaps it is unwise to deprecate the 
iitervention of a political contest at 
this time. It may be that by bringing 
all these matters into the open, and by 
giving them a thorough airing, the at- 
mosphere will be cleared, and then the 
country can go forward, still more uni- 


fied and determined in carrying out its 
objective, the winning of the war. 


@ 


RELATION BETWEEN BANKS AND 
THEIR STAFFS 


RITING on this topic in the South 
African Magazine, “Onlooker” 
says: 


“There exists today, unfortunately, little 
doubt among the ranks of the more thought- 
ful of the commercial banks’ employes in 
this country that their general managements 
have, largely, lost contact with the feelings, 
needs and views of their staffs, and it is felt, 
accordingly, that the time is ripe for some 
expression of this view to be made public. 

“In the general deterioration in world af- 
fairs now so clearly apparent on every side 
there still seems to exist in the minds of 
those responsible for the policy of staff 
relationship a lack of comprehension of the 
problems which beset the general run of 
bank employes in their every-day affairs. 
The rapidly mounting cost of living has not, 
in any real sense, been adequately met, and 
such concessions as have been made to their 
staffs—pitifully inadequate as they are—to 
meet the changed circumstances have, vir- 
tually, been wrung from them, and any ap- 
pearance of spontaneity on their part is 
illusory.” 


After enumerating several instances 
of these relations, the writer makes a 
statement which it is very difficult to be- 
lieve as representing the general atti- 
tude of the South African banks in re- 
gard to their superannuated employes. 
He says: 


“At this point it is perhaps pertinent to 
inquire whether these old servants [the pen- 
sioners} are presented with any form of ex- 
pression of thanks by the general manage- 
ment upon the termination of their active 
life. It is generally to be regretted that the 
reply must, emphatically, be given in the 
negative. Not one word of appreciation for 
long years of service, not a sinele expression 
of a good wish for a long and well-earned 
rest does the occasion elicit from the staff 
office. No, the giver of a lifetime’s service 
goes out unhonored and unsung, cast into 
outer darkness without, seemingly, the small- 
est touch of feeling whatever.” 


That such a spirit of callousness 
should be displayed toward their vet- 
eran employes by the South African 
banks, or by the banks of any country, 
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is something not easy to credit. Such 
an attitude would be inhuman, and cer- 
tainly bank executives are human as are 
the rest of us. Moreover, such an atti- 
tude would be shortsighted from the 
point of the banks’ own interests, for 
should it become widely known, the 
banks would suffer. 


© 
NO AB A CONVENTION THIS YEAR 


UE to the exigencies of the war 

situation, the annual convention 

of the American Bankers Associa- 
tion, which was to be held at Detroit 
next month, has been called off. There 
are a number of reasons why this deci- 
sion was taken, among them being the 
demands made by the conventions on 
our already heavily taxed transporta- 
tion facilities, and the expenses inci- 
dental to such meetings. Then, how- 
ever valuable may be the benefits which 
personal contacts, exchange of views, 
and discussion of banking problems, 
just now the banker, it was thought, 
can best serve his bank and the country 
by remaining at his desk. 


© 
FAITH IN MONEY 


O nothing that will break down the 

faith of the American people in 

the intrinsic goodness of their 
money. As-long as they believe their 
money to be “good money” there will 
be no widespread effort to exchange it 
for goods, and thus promote inflation. 
Each monetary move should be weighed 
in the light of psychology and the ef- 
fect upon the people. Just what engen- 
ders confidence I do not know, nor do 
I know exactly what engenders suspi- 
cion. In olden times, as soon as the 
people concluded they could not get 
“hard money” for paper, their confi- 
dence was lost, and the money began to 
lose its exchange value—William H. 
Kniffin, president, Bank of Rockville 
Centre Trust Company, Rockville Cen- 
tre, N.Y 
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Conversion of 
Commercial Bank Funds 


By H. E. ZARKER 


Treasurer, Princeton Bank & Trust 
Company, Princeton, N. J. 


Wirn a Foreworp By 


HAROLD STONIER 
Executive Manager, American 
Bankers Association 


Every bank has available 
for investment its own funds 
and the funds of its depositors. 
The great problem of banking is 
to invest these funds so as to 
and liquidity 
with adequate and consistent net 
profits. 


combine | safety 
The problem for each 
bank is to adopt a policy of 
“conversion of funds” that will 
meet the particular needs and 
circumstances of its own com- 
Such a policy should 
not be based upon the current 
demand for loans but upon the 
character of the bank’s deposits 
and the variation in deposit bal- 
ances as may be determined by 
an analysis. In this book Mr. 
Zarker outlines a complete 
method for adopting such a 
policy and putting it into op- 
eration. 


munity. 


xk 
Price $1.50 delivered 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Enclosed find $1.50 for which please 
send me postpaid a copy of ‘Conversion 
of Commercial Bank Funds” by H. E. 
Zarker. 


Name 
Bank 


Address ... 
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A VALUABLE AID... 


BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 


Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 
Special Liquidator of Securities for the 
Comptroller of the Currency, 1932-1987. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 
Problem 

The Analysis of the Balance 
Sheet Position of a Bank 

The Analysis of the Income 
Position of a Bank 

The Analysis of the Past His- 
tory of a Bank 

The Evaluation of Securities 
—a General Discussion 

The Evaluation of U. S. Gov- 
ernment Securities 

The Evaluation of State and 
Local Government Securi- 
ties 

The Evaluation of Railroad 
Securities 

The Evaluation of Public 
Utility Securities 

The Evaluation of Industrial 
Securities 

Economic, Business and Poli- 
tical Factors 

Sources of Economic, Finan- 
cial and Political Informa- 
tion 

The Primary Reserves of a 
Bank 

Secondary Reserve Policies 
and Programs 

Investment Account Policies 
and Programs 

The Purchase and Sale of 
Securities 


HIS one compact volume contains the 

most complete and thorough discus- 
sion yet to appear of that difficult and 
perplexing phase of banking administra- 
tion—the management of the bond port- 
folio of a bank. 

An increasing amount of attention and 
discussion have been given in _ recent 
months to the bond portfolios of banks 
and to the analysis of securities by bank- 
ers, but practically nothing has been said 
or written on the question of how to deter- 
mine what bonds the individual bank 
needs to meet its own particular require- 
ments. Here, at last, is an answer to 
many of the questions in this field which 
have been plaguing bankers for years. 


You Must “Know Your Bank” 


That it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully, is the 
central idea around which this book is 
written. Coupled directly and imme- 
diately with this basic concept is the thesis 
that, in order to accomplish this end, the 
first step for every banker to take is to 
study and analyze his own bank for the 
purpose of policy formations and admin- 
istration in this field. As Mr. Robert M. 
Hanes, former President of the American 
Bankers Association, says, you must 
‘know your bank.” 


Price $5.00 


BANKERS PUBLISHING COMPANY 
465 Main Street Cambridge, Mass. 
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Factors in the Control of 


Fund Conversion 


I 
PRELIMINARY STATEMENT 


Sound banking requires a definite 
plan for the conversion of funds. 
Thought in this direction has been spo- 
radic during recent years, and only in 
isolated instances may a bank be found 
which has religiously adhered to a 
budget program for handling its funds. 
Rising deposits and idle cash have de- 
emphasized the lessons of the early 
thirties. The suhject of budgeting funds 
has been treated as more academic than 
practical. In fact, current papers on 
banking subjects exhibit a dearth of 
contemporary study along this line even 
though signs of the inherent volatile 
character of various types of deposit 
funds are beginning to again appear 
due to our war economy. 

A forerunner of this type of analysis 
for banks is the “Where Got—-Where 
Gone Statement” which is more com- 
monly known as a Statement of Source 
and Application of Funds applied to 
industrial enterprises. Here again, how- 
ever, the usefulness of the device has 
been underestimated largely because of 
shortsightedness as to its purpose and 
limitations. Whereas a Statement of 
Source and Application of Funds is an 
accounting of changes in the working 
capital position of an industrial con- 
cern, a similar tool for banks frequently 
termed a Budget of Funds, combines 
an analysis of the present position of 
assets relative to liabilities with a pro- 
jection of the “desired position.” 

The operating or income and ex- 
pense budget is allied to the budget of 
funds concept also. Standards are es- 


By A. Paul Thompson 


Auditor, Central National Bank, Cleveland, 
Ohio 


tablished and periodically compared 
with actual results. It facilitates detec- 
tion of those activities or departments 
reflecting service at cost, or even at a 
loss, and correction becomes a matter of 
course. The combination of a budget 
of funds and operating budget will spell 
out the profitableness or unprofitable- 
ness of handling various types of de- 
posit funds and guide the management 
in future solicitation of accounts. 


II 


GOVERNING PRINCIPLE 


The basic factors governing bank op- 
erations are liquidity and earnings. 
Liquidity implies both safety and avail- 
ability. Thus cash is accepted as the 
most liquid asset and all other assets are 
related by degree to this idea of liquid- 
ity. On the opposite scale is income 
and the balance between these two fac- 
tors measures the success of the man- 
agement. To properly synchronize 
liquidity and income so as to meet the 
unexpected demands of depositors and 
return consistent, adequate profits to the 
stockholders is the goal of intelligent 


The accompanying article is 
based on an address at the An- 
nual Mid-Continent Conference, 
National Association of Bank 
Auditors and Comptrollers, 
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management. The method of applica- 
tion may change, but the principle, 
never. ‘ 


Ill 
PURPOSE 


Budgeting is a synonym for plan- 
ning. To plan the employment of 
funds will: 


(a) Coordinate the loan and investment 
functions with servicing the needs of the 
depositors, 

(b) Improve insight into current prob- 
lems and their solution, 

(c) Guide decisions to conform with a 
unified financial program, 

(d) Reduce risk of loss from forced 
liquidation of earning assets to accommo- 
date unusual fluctuations in deposit lia- 
bility, 

(e) Increase income by directing new 
business efforts into profitable channels. 


Briefly, then, the purpose of a conver- 
»:on of funds plan is to find the correct 
price at which to sell the bank’s deposit 
services, to satisfy the legitimate needs 
of the depositors, and to return an ade- 
quate profit to the stockholders. 


IV 
OUTLINE OF APPROACH 


Dispensing for the moment with the 
nature and purpose of this study, the 
immediate question becomes, how pro- 
ceed ? 

The first step of importance is to 
make an analysis of the deposit liabil- 
ity. Attempts to fit the depositor and 
his habits into a static pattern and build 
up the asset structure in accordance with 
an ideal standard prove pure folly. To 
be sure, some discretion may be exer- 
cised in acquiring funds. But once hav- 
ing embarked upon a well-defined funds 
acquisition program, it is incumbent 
upon the management to gear its finan- 
cial program to facts as actually ex- 
perienced and refrain from trying to 
regiment the depositors. The bank has 
no power to police the use of deposit 
accounts within the contract restrictions 
and the adoption of punitive measures 
would be ill-conceived. 

Thus it becomes a matter of knowing 
the deposit liability, its characteristics. 
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its composition. A survey along these 
lines may include: 


(a) Classifying deposits as to type, 

(b) Analyzing concentrations, 

(c) Charting seasonal fiuctuations, 

(d) Sampling for singular characteristics 
of various types of deposits. 


The second step contemplates an an- 
alysis of the present asset structure with 
due emphasis upon liquidity, shiftabil- 
ity and earning power. It would in- 
clude: 

(a) Grouping of the assets based upon 
availability and function, 

(b) Appraising their soundness, 

(c) Determining the net yield by type of 
asset, 

(d) Charting the flow of liquidation. 


Step three merely relates steps one 
and two and paves the way for con- 
structing what is known as a “desired 
position.” 

From this point forward, the success 
of a conversion of funds plan hinges 
upon the correct interpretation of the 
comparison between the actual and the 
desired position and the seriousness 


with which the management accepts the 
challenge. 


V 
DEFINITIONS OF TERMS 


Conclusions often depend upon mean- 
ings associated with terms used. To 
avoid generalities and present clear-cut, 
positive lines of demarcation between 
the various classes of Assets and Funds 
used in the accompanying schedules, 
the following definitions are essential: 


Assets 
Cash Reserve 
This group of assets is sometimes re- 

ferred to as the Primary Reserve. It 
consists solely of cash and its equiva- 
lent. 

Cash on Hand 

Due from Federal Reserve Bank 

Due from Other Banks 

Exchanges for Clearings 

Transit Items 


are the principal sub-headings. The 
Cash Reserve includes the legal require- 
ment. As for example, reserve city 
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banks are required to maintain 20 per 
cent on demand and 6 per cent on time 
deposits. The purpose of these assets 
is to pay deposits on demand. As will 
be noted, not one income-producing 
asset item is included. Occasionally, 
and with limited approbation, U. S. 
Government notes, ninety days or 
shorter in maturity, are added to the 
Cash Reserve. The weight of author- 
ity, however, favors the rule of cash 
only. 


Secondary Reserve 


The term Secondary Reserve is sus- 
ceptible of loose construction. It is dif- 
ficult to improve on the definition found 
in Bank Secondary Reserve and In- 
vestment Policies by Paul M. Atkins: 


“\ Secondary Reserve is a reserve which 
may be drawn upon to replenish the pri- 
mary reserve when necessary. It is com- 
posed of those income-producing assets 
which in one way or another may be used 
to obtain cash when necessary to recreate 
the primary reserve.” 


The 


usual items included are: 


Call Loans 

Bankers’ Acceptances , 
Commercial Paper 

Short Term U. S. Governments 
Shert Term “Money” Bonds 


All are income producing, but liquid- 
ity is their most important character- 
istic, 

The question of how long is a short- 
term U. S. Government naturally arises. 
From a study of government bond 
vields prepared by C. F. Childs Com- 
pany it is evident that for the six-year 
period 1929 through 1934 the three- 
year maturities fared little better than 
the five-year maturities. Thus the ac- 
companying schedules show U. S. Gov- 
ernments up to five years included with 
other Secondary Reserve items, but for 
other prime bonds. a maximum matu- 
rity of three years in Secondary Re- 
serve. There is good authority that no 
maturity over two years is sufficiently 
stable for inclusion in the Secondary 
Reserve. The subject is debatable and 
deserves considerable research in itself. 
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Liquid Commercial Loans 


Loans equivalent in _ liquidity to 
Bankers’ Acceptances and Commercial 
Paper, but not qualifying as Secondary 
Reserve due to the customer relation- 
ship, are segregated under this caption 
separately from other commercial loans. 
Cash is readily available from this 
source, as much so as from the regular 
Secondary Reserve, without borrowing, 
but the election to liquidate may cost 
the bank profitable business in the fu- 
ture. This restraint on the manage- 
ment’s discretion excludes such liquid 
items from the Secondary Reserve. 


Investments 


For a commercial bank this term 
means bonds within the first four rat- 
ings, of intermediate and long maturi- 
ties. The accompanying schedules in- 
clude U. S. Governments over five years 
and other bonds over three years in 
this class of assets. U. S. Governments 
comprise the largest percentage, al- 
though Municipals, Rails, Public Utili- 
ties, and Industrials qualify. No brief 
is offered here for the adequacy of rat- 
ings of recognized investment services 
as a basis for determining quality. The 
point to be remembered is that such 
ratings must be observed under regula- 
tions of the Comptroller of the Cur- 
rency. For holdings of lesser quality, 
including defaulted issues and _ stocks, 
see definition below for Availabe Capi- 


tal Funds. 


Other Commercial Loans 
In this category are found: 


Unsecured Loans 

Collateral Loans 

Insurance Loans 

Personal Loans 

Purchased Installment Paper 


For purposes of this study, loans rep- 
resenting potential ‘osses are deducted 
from capital funds and excluded from 


the totals. The extent of the analysis 
necessary to arrive at sound conclusions 
as to what constitutes potential loss de- 
pends largely upon administrative con- 
trols. Quality classifications, scrutiny 
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of large concentrations and regularity 
of liquidation are sign posts. 


Real Estate Mortgage and Term Loans 


Mortgage loans are secured by a first 
lien on real estate with the entire loan 
owned by the bank. The usual division 
for obvious reasons is—Regular and 
F. H. A. The rule as to potential losses 
given above is equally applicable to 
this type of loan. 

There is a natural affinity between 
mortgage loans and term loans. The 
latter type often is secured by the plant 
property of the obligor and always calls 
for regular amortized payments over a 
period of several years. Those term 
loans of five years’ or longer duration 
have been grouped with mortgage loans 
in the accompanying schedules. 


Funds 
Temporary Demand Deposits 


Sometimes dubbed “hot 
These accounts represent ex- 
tremely unstable in character. In the 
subsequent schedules, the difference be- 
tween the current date’s balance and 
the low for the immediately preceding 
ninety days is considered temporary. 
In other words, those funds may leave 
as quickly as they were acquired, and 
therefore must have 100 per cent rep- 
resentation in the Cash Reserve. 


money.” 


funds « 


Excess Demand Deposits 


This term applies to unusually large 
accounts. Concentration calls for 
greater liquidity. An analysis of the 
number of accounts by size classifica- 
tions quickly reveals the vulnerable 
point. In the schedules which follow. 
the balances in excess of $500,000 were 
selected. Thus all accounts with bal- 
ances of $500,000 or more were seg- 
regated, and that amount of the balance 
over $500,000 earmarked “excess De- 
mand Deposits.” 


Due to Banks—Net 


To arrive at the amount owing to 
other banks, reciprocal balances are de- 
ducted. Banks include all state and 
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national institutions. The depositing 
bank looks upon this asset as part of 
its cash reserve. Consistency therefore 
requires that the depositary protect 
such deposit balances with an extraor- 
dinarily high percentage of liquid 


assets. 


Public Funds 


This total consists of secured deposits 
in the name of national, state or local 
governmental units. Such deposits lack 
stability as a class and must therefore 
be represented largely by assets in the 
cash and secondary reserves. 


Regular Demand Deposits 


Here is the principal source of funds 
for a commercial bank. The vast ma- 
jority of accounts fall in this classifica- 
tion. Even the “convenience” or 
“pocket-book” account is included be- 
cause of the relative stability of the 
aggregate total and the impracticability 
of segregating these balances. Regu- 
lar demand deposits are withdrawable 
by check and bear no interest. 


Trust Funds 


A special type of demand deposit lia- 
bility is the cash balance of uninvested 
trust funds. The stability of this bal- 
ance is comparable to that for the regu- 
lar demand deposit liability. The bal- 
ances, however, are secured as required 
by law, and deserve an above-average 
liquidity rating. 


Excess Savings Deposits 


The method followed in determining 
Excess Demand Deposits is applied with 
the maximum balance retained in the 
regular savings deposits of $20,000, 
which again is based on an analysis of 


past 
bank. 


experience singular with every 


Active Savings Deposits 


The “rainy-day” or “nest-egg” ac- 
count comprises this total. These are 
the regular interest-bearing savings ac- 
counts built up by the thrift habit. 
They are large in number and small 
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in amount. Their outstanding charac- 
teristic is stability. Although notice of 
withdrawal o1 a fixed maturity is an 
element of the contract, the observance 
of such element is not the primary con- 
sideration in determining the proper 
liquidity. Usage is far more important. 


Inactive Savings Deposits 


Another name for these deposits is 
“Dormant.” They comprise those bal- 
ances which have remained unchanged 
for a given period, usually one or two 
vears, except for interest credits. The 
balances are rarely sizable, and the 
number of accounts are cumulative. 
growing more numerous in direct re- 
lationship with the age of the institu- 
tion. Thus the stability of this balance 
is greater even than that for the regu- 
lar active savings accounts. 


Available Capital Funds 


Briefly, this term refers to that por- 
tion of the net worth available for con- 
version into earning assets. The formula 
for computing this figure is: 

Capital Stock, Surplus, Undivided Profits, 
and Reserves 
less 


Bank Premises, Other Real Estate, Doubt- 
ful Loans, Federal Reserve Stock, Other 
Stocks, and Defaulted Bonds 


These funds are the least liquid and 
have a dual relationship, one with the 
assets and another with the deposit lia- 
bility. From the standpoint of the asset 
structure. the items carrying the higher 
relative risk, such as the longer maturi- 


ties. should be allocated to the Avail- 


able Capital Funds. Consistent with 
this plan. the Available Capital Funds 
measures the margin of safety for the 
depositors. In other words, it is the 
allowance for depreciation in asset 
values before impairment of deposits. 


VI 


AN APPLICATION 


For a concrete illustration of this 


control method, the following exhibits 
are shown: 
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A. Work Sheet showing classifica- 
tion of Assets and Division of Funds 
on a “Desired Position” Basis. {P. 106.) 

B. Comparative Statement of Funds 
Showing Excess or Deficiency with the 
“Desired Position.” (P. 109.) 

C. Composition of Assets and Rate 
of Return from each Group. (P. 107.) 

D. Funds and their Potential Earn- 
ing Capacity based on the “Desired Po- 
sition.” (P. 108.) 

E. Comparison of Earnings; Actual 


vs. “Desired Position.” (P. 109.) 
VII 
INTERPRETING THE FIGURES 


The starting point in an interpreta- 
tion is Schedule A, the work sheet show- 
ing the classification of Assets and divi- 
sion of Funds on a “Desired Position” 
basis. The columns are headed by the 
asset classification and the order is from 
the most liquid assets, namely, the Cash 
Reserve on the extreme left to the least 
liquid but most productive assets, 
namely, Real Estate Mortgage and Term 
Loans on the extreme right. Liquid 
Commercial Loans precede Investments, 
although from a practical viewpoint it 
is true that if the market held, invest- 
ments would be liquidated before com- 
mercial loans, to avoid sacrifice of cus- 
tomer goodwill. 

The types of Funds are listed verti- 
cally down the left-hand margin from 
the most vulnerable, namely, Tempo- 
rary Demand Deposits, to the the least 
vulnerable, namely, Available Capital 
Funds. 

In arriving at the percentages, study 
of such factors as legal requirements, 
experience of other banks, current eco- 
nomic and political trends, and finally 
and above all, the considered judgment 
of the senior officers developed from 
long experience under changing condi- 
tions, is essential. There is no particu- 
lar virtue in consistency if current con- 
ditions are igrored. Further, each bank 
has its own individual problems. No 
standard percentages are applicable to 
all banks under all conditions. A 
measure of flexibility in the percentages 


(Continued on page 109) 
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SCHEDULE C 


Composition of Assets and Rate of Return, May 23, 1942 
Rate of 























$000 Return 
I Cash Reserve , 
Sg Ee Te Tee 3,547 
MS Is IB oS Sarric oA s.ccrn oa ewerecenee 21,784 
Res.—Federal Reserve Bank...............--- 20,457 
Clearings and Transit Items.................. 6,639 
52,427 
Less—Reciprocal Bank Balances.............. 7,926 
I Se doh eres seu. s maielnenreee ee Ace Reed $4,501 
II Secondary Reserve 
ee a A ne rc 1,833 AT 
Bamkere AcCCeptamceg ic 6. -isic ces cceecescs 1,820 5 
U. S. Governments—5 years and under........ 13,555 92 
Prime Bonds—3 years and under............-- 3,337 2.06 
st sere aid doc ocr wraacncahls Sap 7 23,545 OH 
III Liquid Commercial Loans 
ng RE eres earner ee 990 
Finance Companies ($100,000 and over)....... 6,142 
Pe AID = ron oo 9 < os ssw ea eee eee Sete Reis 105 
(Demand notes of $100,000 and over) 
NN = Sposa a aim tacos Caper enw oot ee 7,537 1.2% 
IV Investments 
U. S. Governments—over 5 years.............. 25,258 2.14 
WEuMCIOGIS ....... OVER DZ TORS . oi0oscis.nciccesievess 150 2.60 
Industrials .... oe so een nie mene eee ma 1,432 3.67 
Railroads ...... “ ' pices ean 1,708 « 
Public Utilities... ~ “ Be Uae hein tnagherc ates 1,827 “ 
Canadians ...... ee Sh Bnbgu star Regpme eee OE 268 
Other ..... Sree 5 Oa Se ties hal heaton Oars 212 
30.855 
ee | rene 73 
a St ee ee 30,782 241 
V Other Commercial Loans 
ee Sig i pengele Ramee seats 68,170 
Less: 
Personal Loan Deposits............50.66008e0s 661 
PUI IID 55:00 r-o-8 Sinracw'a iS eel rctoremede 254 
915 
67,255 
Deduct: 
Bankers’ Acceptances ............ FosGaue, ee 
Commercial Paper... 2.0.0.0. 0000+ s<+-05 Seae 
ROMERNIE MOMMIES 5 a551 255.5: 0 ue Scere bialoe eee ans 7,537 
IN; HE. NOV are LQG 55.5 okies cicceesn 14,675 
Term Loans—5 years and over............ 1,595 
30,460 
ia ho orc dite han Sarco dcaticna cates 36,795 286i 
VI Real Estate Mortgage Loans 
Regular ...... Ais Ar eth larsa avs Corte. 0ahG wsae tena eiaiekal ica ee satae 10,599 4.70 
|. = St RRR Ree creer ye ee ae a 4,075 “ 
Term Loans—5 years and over................ 1,594 2.38 
ya eR ee ee ee ee 16,268 4.47 
| IRR he Oe, ore a OC ee a eee et 159,428 
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SCHEDULE D 


Funds and Their Potential Earning Capacity 
Based on “Desired Position” as of May 23, 1942 


Asset Earning Total Avg. 
Allocation Rate Earnings Rate 
$000 % 3000 7, 
Temporary Demand Deposits 
100% Cash Reserves......... a 2.443 


Excess Demand Deposits 
359 Cash Reserve tea ee 1.439 
25% Secondary Reserve ........ 1.028 
10% Liquid Commercial Loans .... .. aptacs 411 
30% Other Commercial Loans 1.233 
4,111 


Due to Banks—Net 
35% Cash Reserve 
25% Secondary Reserve 
10% Liquid Commercial Loans ... 
300 Other Commercial Loans 


Public Funds 
35% Cash Reserve 
25% Secondary Reserve 
10% Liquid Commercial Loans 
30°6¢ Other Commercial Loans 


Regular Demand Deposits 
30% Cash Reserve 
20% Secondary Reserve .. Se 
5% Liquid Commercial Loans 
5% Investments 
io, Commmeteial EGas «« o.oo idee ccisccuecewess 27,504 
68,762 


Trust Funds 
300 Cash Reserve . 5s Gi 
30% Secondary Reserve .. 
10% Investments 


Gr tQ mt bet 
oe 
2-2 Or Gr 


Special & Excess Time Deposits 
10% Cash Reserve oe 
20% Secondary Reserve 
10° Investments shite a 
300 R. E. Mortgage & Term Loans 


\ctive Demand Deposits 
10% Cash Reserve avs 
10% Secondary Reserve . i 
30°¢ Investments 10,560 
50° R. E. Mortgage & Term Loans 17,599 
35,199 


Inactive Time Deposits 
6% Cash Reserve = 
4©~ Secondary Reserve 164 
» “co Investments eee 1,638 
50% R. E. Mortgage & Term Loans... 2,048 
4,096 


Available Capital Funds 
5% Secondary Reserve oe 454 
95% Investments 8,641 
9,095 


eee: 159,429 _ 
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SCHEDULE B 
Comparative Statement of Funds, May 23, 1942 


Desired 


Position 


Cash Reserve 38,595 

Secondary Reserve ................ 27,731 
Sub-total 

Liquid Commercial Loans.... 6,123 

Investments 29,474 

Other Commercial Loan....... 35,558 


R. E. Mtge. & Term Loans.... 21,948 


Actual 
Position 
44,501 
23,545 
68,046 

75a¢ 
30,782 
36,795 
16,268 


Excess 
5,906 


Deficiency 
4,186 
4,186 

1,720 

1,414 

1,308 

1,237 


5,080 





159,429 


(Continued from page 105) 
therefore is warranted to accommodate 
the unforeseen. 

It will be noted that certain rules are 
followed. For example, the more vul- 
nerable funds are provided with the 
greatest liquidity. Demand deposits 
are construed to be funds available 
primarily for commercial loans. Sav- 
ings or Time Deposits are largely allo- 
cated to Real Estate Mortgage and 
Term Loan and Investments. With high 
protection in Cash and Secondary Re- 
serves it is possible to build up Real 
Estate Mortgage Loans to approxi- 
mately half of the savings deposits. In 
other words, an intermediate position 
with savings or time funds has little or 
no significance. A strong Secondary 
Reserve permits longer maturities in the 
Investment Account. It is sound to 
invest 50 per cent of the savings depos- 








159.428 5,679 5,680 
its in real estate mortgage loans and 
thereby enhance the earning capacity 
of such funds so long as a strong cash 
and secondary reserve position is main- 
tained. One rule above all others to 
observe is conservatism. Short of a 
perfect balance between earnings and 
liquidity, the latter should be favored. 

Totals from the work sheet are then 
transferred to Schedule B and compared 
with the Actual Position. A_ break- 
down of the assets within each group is 
deemed unimportant at this point. The 
make-up of each group of assets is 
largely determined by current condi- 
tions. In some business periods call . 
loans have been reasonably plentiful. 
in other periods short-term. govern- 
ments predominate. The latter is true 
today. Whether the Secondary Reserve 
is romprised solely of prime commer- 
cial paper or bankers’ acceptances 


SCHEDULE E 


Comparison of Earnings, Based on Statement as of May 23, 1942 


DG een ete oss cocaceves cas cascasvacadsesccdatvess 


II Secondary Reserve 
Sub-total 


III Liquid Commercial Loans ...........0+00+ 


IV Investments 
V Other Commercial Loans 


VI R. E. Mortgage & Term Loana...........0+ 
WO wiiintvitinninnsincnaiannciionnibnetie 


159,429 


Desired Position 
Funds Income 
$000 


- 38,595 


Actual Position 
Funds Income 
$000 
44,501 
23,545 
68.046 
1aot 
30,782 
36,795 
16,268 


159,428 


66.326 
- 6,123 
710 
1,017 
981 


3,053 


- 21,948 


Earnings from Desired Position in Excess of Earnings from Actual 


SOE SY sccsssizssesetlspsnstinananieniarcin 
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makes little difference. Likewise, the 
difference between Cash on Hand, Ex- 
changes for Clearing and Due from 
Banks as Cash Reserve requires no em- 
phasis. Each commercial loan is per se 
individual from all other commercial 
loans, but for this comparison a good 
collateral loan is just as desirable as an 
insurance loan, and the distinction is 
erased temporarily so as not to cloud 
the real issue. 

The excess or deficiency of each 
group of assets is the guide for future 
decisions. The actual cash reserve ex- 
ceeds the “Desired Position” by $5,- 
906,000, but of that $4,186,000 repre- 
sents a deficiency in the Secondary Re- 
serve and only $1,720,000 is available 
for more productive channels. There is 
a shortage of Real Estate Mortgage 
Loans according to Schedule B, and 
all other loan classifications and the in- 
vestment account reveal excesses. The 


amount of savings funds is accountable 
for this need of more good Real Estate 
Mortgage loans. 

Schedule C shows the balances mak- 
ing up each group of assets and ties 
the figures into the General Ledger. In 


addition, the earning rate is calculated 
for each group based upon actual ex- 
perience. In other words, the return 
from the Cash Reserve is nil, from the 
Secondary Reserve an average of .96 
per cent, from Liquid Commercial 
Loans an average of 1.29 per cent, from 
Investments 2.41 per cent, from other 
commercial loans 2.86 per cent, and 
from Real Estate Mortgage and Term 
Loans 4.47 per cent. 

Schedule D shows the funds, the allo- 
cation of assets to each type of funds, 
the earning rate of each asset classifi- 
cation, the aggregate dollar gross earn- 
ings from each type of funds, and the 
average rate of return. From this re- 
sult it is possible to determine whether 
the income allowance in the account 
analysis of bank and other deposit bal- 
ances is correct and thereby arrive at 
a service charge more in keeping with 
the actual net cost. 

Schedule E is a comparison of earn- 
ings showing the differences by asset 
classifications. Secondary Reserve now 
earns gross approximately $226,000 
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annually, whereas on a “Desired Posi- 
tion” basis it should earn $266,200. 
The improvement in earnings resulting 
from an increase of the Secondary Re- 
serve and the Real Estate Mortgage 
Loans would be approximately $208,- 
900, 7.35 per cent over the present 
gross, or an additional 2.3 per cent on 
Available Capital Funds. 

The purpose of a Conversion of 
Funds Control begins to unfold. 


Vill 


INVESTMENT PoLicy AND PROGRAM 


Concomitant with the foreging analy- 
sis of the bank’s financial position it is 
desirable to direct our thinking toward 
formation of an investment policy. 
Conciseness has been a prevailing mo- 
tive in this presentation. To get at the 
idea, then, the following outline may 
point the way to an acceptable invest- 
ment policy. 


1. Statement of Purpose 


“Whereas the secondary reserve ac- 
count should provide a proper degree 
of liquidity, the purpose of the invest- 
ment account is to produce income, al- 
ways consistent with safety of princi- 
pal.” Taken from the Statement of 
Principles and Standards of Investment 
for Commercial Banks issued by the 
Bank Management Commission of the 
American Bankers Association in 1938, 
it clearly states the purpose of the in- 
vestment account. Safety is the first 
requisite, earnings the second, and 
liquidity and marketability the third. 


The first job of a commercial bank is 
to make loans, not buy bonds. Thus 
the investment account at best com- 
prises the residue of earning assets. 


2. Amount of Funds for Investment 


The size of the investment account 
should be determined largely by the 
availability of good loan risks. Purely 
as a disciplinarian measure, however, 
it is good sense to establish limits for 
the investment account. Schedule A 
discloses $29,474,000 as a desirable 


maximum. 
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So far as is practical, the total in- 
vestments should revolve, that is, cash 
from calls or maturities should be rein- 
vested and not used, except in the event 
of large withdrawals, for restoring the 
secondary or primary reserves. 


3. Quality of the Investment Account 


Only the highest grade bonds should 
be found in a bank portfolio. As was 
pointed out earlier, dependence upon 
ratings of recognized statistical services 
proves hazardous. A rule for deter- 
mining quality is to exercise the best 
judgment after careful scrutiny of all 
facts related to the issue involved. 
Search for a precise formula is useless. 
Thorough analysis of the financial 
statements must be accompanied by an 
evaluation of such intangible factors 
as management, products, and market 
conditions to arrive at a safe conclu- 
sion. Observance of legal restrictions 
is an elementary requisite in determin- 
ing quality. 


4. Diversification of Investments 


Excluding U. S. Government obliga- 
tions, no single holding should exceed 
a fixed amount. The same limitations 
that prevail for loans should apply. In 
fact, a more severe treatment is war- 
ranted in connection with the bond 
holdings. 

Geographical concentration of mu- 
nicipal holdings is dangerous, and here 
again limits are in order. 

Diversification by industry outside of 
the usual breakdown of Industrials, 
Railroads and Public Utilities is unim- 
portant in view of the scarcity of high 
yrade industrial issues. The principle 
of diversifying risks assumes minor im- 
portance when treating with a high 
quality bond portfolio of a commercial 


bank. 
5. Bond Maturities 


Next to quality, the proper spacing 
of maturities should be required. Once 
the maturities are evenly graduated, it 
is possible to continually feed the ac- 
rount at the long end and hold the 
bonds to maturity, thus obtaining a 


“SPARKING” 


the Nation's 


WAR EFFORT 


Among the vital products § driving 
America’s war machine is the storage 
battery. Countless thousands are needed 
for planes, tanks, trucks, submarines 
and other fighting equipment. 

As a leading producer of batteries and 
other material, Cleveland is helping to 
“spark” the nation’s war effort. 

And, as for fifty-two years past, Cen- 
tral National Bank is working closely 
with Cleveland industry to help meet 
its expanding needs. 

Why not use the complete facilities 
of this “on the ground” bank for prompt 
handling of collections and transit items 
in this important Great Lakes area. 


NATIONAL BANK 


me | / y 
‘OF 6 leveland 
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yield sufficiently large to permit accru- 
ing a reserve for losses. 


6. Earnings from the Investment 
Account 


Trading profits should be discour- 
aged, and under no circumstances con- 
fused with the true earnings from the 
investment account. No matter what 
the transitory success of the moment is, 
speculation with the investments of a 
vommercial bank will lead inevitably 
to loss. Adding any profits from sales 
to the reserve for losses is conservative. 

Launching an Investment Program, 
after adoption of a written statement of 
policy, requires a procedure along the 
following lines. 

(1) Regular review of the portfolio 
based on an analysis such as would in- 
clude 


(a) Tabulation of holdings by class 
(U. S. Governments, Municipals, Indus- 


trials, Rails, Public Utilities and 
Others), with information on each issue 
as 


Par Value Held 
Description of Issue 
Quality Rating 

Call Price 

Unit Cost 

Book Value 

Market Value 
Profit or Loss 





Annual Income 
Yield to Maturity 















(b) Diversification schedule based 
on quality of holdings in each group. 

(c) Maturity schedule by quality. 

(d) Survey of individual issues in- 
corporating an analysis of the financial 
statements with ratios such as Current 
Assets to Funded Debt, Net Worth to 
Funded Debt, Times Interest Earned, 
conclusion as to future of the obligors’ 
products or, in the case of a municipal, 
population trends, industrial wealth, 
tax burden, character of management, 
a quality rating independent of that 
furnished by statistical services, and 
finally, a recommendation to continue 
retention or sell at the then current 
market. 
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(2) Constant study of the factors in- 
fluencing investment securities such as: 


(a) Adequacy of Cash and Secondary 
Reserves, 

(b) Supply of Good Loan Risks, 

(c) Economic Trends, 

(d) Market Conditions, 

(e) Government Regulations. 


Charts, index numbers, regulations 
and other data will prove helpful aids 
but can never replace perspective, the 
final determinant of a successful pro- 
gram. 

The bank’s investment account should 
be treated with at least the same care 
and diligence as is exercised in han- 
dling trust investments. While it is 
difficult to subscribe to Lord Northing- 
ton’s classic remark that “No man can 
require or with reason expect a trustee 
to manage the trust property with the 
same care and discretion that he would 
his own,” the prudence exercised in han- 
dling the bank’s own investments | 
should be at least equal to that exer- 
cised in handling trust property. 















HOW TO OBTAIN 
BANK COSTS 


By E. S. Woolley 


Here at last is a book which will 
enable you to analyze your bank by 
a method which is both simple and 
complete. Here is described in mi- 
nute, detail and with a wealth of 
illustrations a simple method of ob- 
taining bank costs and for installing 
a system of bank accounting as an 
aid to effective management. 

That this book covers its field and 
fills a long-felt want is demonstrated 
by the foreword by Carl K. Withers, 
Former Commissioner of Banking 
and Insurance of the State of New 
Jersey. 
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\ these days of rapidly changing 

events, one wonders what the future 

of anything is. Our whole demo- 
cratic way of life is being challenged 
on every turn and we as a people and 
as a nation are facing as great a crisis 
today as we have ever faced. None of 
us know all of the problems that will 
confront the banking profession before 
or after this present emergency is over. 
We know that we must support to the 
utmost our Government in financing 
our present all-out war effort as the 
first and primary job in our country to- 
day is to win the war. We know, too, 
that we must operate sound banks so 
that when this present emergency is past 
we will be in position to do our full 
share in the reconstruction period that 
will follow. 

We, as bankers, must face conditions 
as they exist today, not as we might 
wish them to be. This is no time for 
wishful thinking! In the past ten years 
we have witnessed not only a substan- 
tial decline in our volume of commer- 
cial loans, but also a drastic lowering 
of the interest return. We have seen 
the rate on Government securities cut 
almost in half. 

In the past few months we have felt 
the effect of Regulation W. Banks that 
formerly made good money financing 
ear sales and other forms of consumer 
credit have seen their volume of this 
business cut in half and their margin 
of profit disappear. Loans of this type 
will continue to decline. The reserve 
requirements of banks have been dou- 
bled in the past five years. On the 
other side of the picture, bankers have 
watched their operating expenses and 





a 


yes 
we & 
re 


By E. L. Stucker 


Cashier, National Bank of Tulsa, Okla. 


salary costs mount steadily, their taxes 
double, treble, and the prospects are 
that they will go still higher. Increas- 
ing deposits simply mean more FDIC 
premiums to pay. 

The challenge is up to us to find a 
way to operate successfully under these 
changed conditions. We must elimi- 
nate inefficient operating methods and 
find ways to increase our income No 
one else is going to work out our prob- 
lems for us When a manufacturer finds 
that labor and material costs rise to a 
point where he can no longer operate 
at a profit he simply raises the price 
of his produce if he hopes to stay in 
business and remain solvent Is our 
problem any different from that of the 
manufacturer? We have money to loan 
and services to sell. If the present 
charges for which these services are 
sold does not permit us to pay livable 
salaries to our employes and earn rea- 
sonable dividends, it seems logical that 
the selling price of our services should 
be increased. 


‘“We, as bankers, must face 
conditions as they exist today, 
not as we might wish them to be. 
This is no time for wishful 


thinking!’’ says Mr. Stucker in 
the accompanying article which 
is based on a recent talk before 
the South Dakota Bankers Asso- 
ciation. 





THE BANKERS MAGAZINE for August, 1942 113 











Depositors Will Pay Fair Charges 


It has been proved time and again 
that depositors are willing to pay fair 
and equitable charges for banking serv- 
ices. If also was proved quite conclu- 
sively in the early part of 1933 that 
banks do render a very necessary and 
important service to the individual and 
business life of their communities. Now, 
if banking services are essential to our 
communities and our customers are 
willing to pay fair and equitable 
charges for such services, it seems to 
me that we should be able, through a 
thorough analysis and study of our 
operations, to develop a schedule of 
charges for such banking services that 
would be fair and equitable both to 
our banks and our customers. 

Now, if we know that service charges 
are necessary, and that our schedule 
of service charges is fair, it seems to 
me that we should be able to explain 
this situation satisfactorily to our cus- 
tomers. Our ability to sell banking serv- 
ices to our customers plays an impor- 
tant role in the public relations pro- 
gram of our banks today, and certainly 
none of us wishes to again neglect the 
public relations angle of our profes- 
sion. ‘ 

A few weeks ago our minister opened 
his sermon by giving us a definition of 
a successful man. “A successful man,” 
says he, “is one who meets the wolf at 
the door today and shows up tomorrow 
wearing a fur coat.” In 1933, when 
the wolf of shattered earnings lurked 
at the doors of banks, due to unprece- 
dented liquidation of loans and invest- 
ments, banks of necessity began to an- 
alyze their operations and to evaluate 
the cost of their services. Thus they 
discovered a valuable source of addi- 
tional revenue in the form of service 
charges. 

Again, in 1938, another wolf in the 
form of the Wage and Hour Law ap- 
peared at our doors. How could we 
get rid of this wolf? Of course, there 
were a few who wanted to shoot him, 
but that wouldn’t do, nor would it an- 
swer the problem. Down through the 
ages “Necessity has been the mother 
of invention.” The answer to the Wage 





and Hour problem simply demonstrated 
the application of this weil-known 
axiom. Instead of ignoring or trying 
to avoid the law, banks went to work 
in earnest to find ways and means of 
doing their work in compliance with its 
terms. They went over their operations 
with a fine-tooth comb. Some of their 
problems were taken to the equipment 
companies, with the result that new time 
and labor-saving equipment was de- 
signed. Many operating procedures 
have been changed and streamlined to 
meet today’s needs. Instead of being 
a detriment, I am frank to say that 
in many banks the Wage and Hour Law 
merely paved the way for the replace- 
ment of obsolete equipment, and for the 
introduction and adoption of more ef- 
ficient operating methods. 

le, as bankers, must be resourceful 
and always on the alert to meet and cope 
with the ever-changing needs of bank- 
ing. We cannot be too arbitrary in 
our thinking, nor sit idly by and let 
other agencies come in and take the 
business or render the services that 
banks are equipped to handle. It was 
only a few years ago that banks frowned 
upon the idea of making instalment 
loans. The finance companies and 
other agencies came right into our own 
communities and to our own customers 
and proved to us that there was not only 
a need and demand for this kind of financ- 
ing, but also that it was both safe and 
profitable. When we realized what had 
happened, we were required to spend 
no small amount of time and money 
soliciting and competing for the con- 
sumer business that we had driven away 
from our banks simply by our failure 
to recognize a definite need and trend. 
The banking needs of today are differ- 
ent from what they were twenty-five 
or fifty years ago. We must recognize 
this fact and adjust our operations 
accordingly. 


More Income from Service Charges 


If present trends continue, it is evi- 
dent that more of the future income of 
banks must come from operating serv- 
ice charges. Banks that follow a policy 
of making no service charges at all, or 
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inadequate service charges, and banks 
that make excessive service charges are 
following policies that quite definitely 
are not in the best interests of the bank- 
ing profession. Let us not forget that 
someone pays the cost of every service 
rendered by a bank. If not the cus- 
tomer, who gets the service, then some 
other depositor, or the borrowers, or 
perhaps the stockholders, and maybe 
even the officers and employes by in- 
adequate compensation. The ideal serv- 
ice plan places the cost where it be- 
longs—on the customer who gets the 
service. 

Banks are no different from nations 
when it comes to isolation. We cannot 
shut our eyes to the problems that face 
banking. We must keep informed on 
what other banks are doing to meet in- 
creased costs and decreased earnings. 
In the minds of the public, all banks 
are very similar; and that being the 
ease, we are vitally concerned about 
the policies followed by any bank or a 
group of banks that may react adversely 
on the banking profession. 

So much is to be gained by working 
together that it always has seemed a 


shame to me that competing banks 
could not get together and peacably 
work out a basis on which the business 
of their community could be handled 


profitably. 
eficial ; 
cidal. 
Two factors are involved in all serv- 
ice charge plans. One, the cost of the 
various services rendered; the other, 
the earning value of the deposits. Both 
of these factors vary considerably in 
different communities and sections of 
the country. In the rural areas where 
the demand for local loans enables 
banks to employ sizable amounts of 
their funds locally, their deposit bal- 
auces are worth more than the deposits 
of the city banks, who must carry 
larger cash reserves and invest a large 
portion of their funds in short-term 
securities and commercial paper. The 
per item cost of the city banks will be 
lower than the smaller banks because 
of the larger volume of items handled. 
Whenever your earning rate and per 
item costs have been established, you 


Healthy competition is ben- 
unhealthy competition is sui- 


are then ready to fix your schedule of 
charges. Service charges computed on 
any other basis may not be sound or 
equitable. I don’t think we should split 
hairs too finely. Costs will be approxi- 
mately the same in the same commu- 
nity, and the service charges of the 
banks in that community should be 
uniform. 

Before we get into a discussion of 
specific service charge plans, I should 
like to give you a few observations on 
establishing the analysis earning rate. 
Banks normally get money from two 
sources—depositors and _ stockholders. 
The total of these funds less that por- 
tion invested in banking premises and 
fixtures represents the funds it has to 
work with. A portion of these funds 
is held in cash, and the balance is in- 
vested in loans and securities. The 
interest earned on these investments di- 
vided by the total available funds gives 
the earning rate realized. 


The Earning Rate 


The income on the investment ac- 
counts of banks as reflected by their 
books is often very misleading. For 
example: A bank buys 4 per cent bonds 
of a four-year maturity at a price of 
104, then immediately writes off the 
premium so that the bonds can be car- 
ried at par on its books. That part is 
fine,. for what banker doesn’t like to 
have bonds on his books at par! It 
simplifies his future accounting pro- 
cedure not to have to split coupon inter- 
est between income and amortization. 
It is true in the example cited above 
that the coupon rate is 4 per cent; how- 
ever, the actual yield on these bonds is 
only 3 per cent because 1 per cent of 
this coupon rate represents a recovery 


‘‘The challenge is up to us to 
find a way to operate success- 
fully under these changed con- 
ditions. We must eliminate in- 
efficient operating methods and 
find ways to increase our in- 
come. No one else is going to 
work out our problems for us.’ 
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CHART NO. 1 
Bond Account Yield, 24% Per Cent 
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of the amount charged against undi- 
vided profits to eliminate the premium 
paid on these bonds at the time of pur- 
chase. I call these matters to your at- 
tention because all too often bankers 
ignore these facts in computing the 
earning rate realized on their bond in- 
vestment accounts, and today bond in- 
terest is an important factor in estab- 
lishing the earning rate allowed for 
analysis purposes. 

In discussing earning rates it might 
be interesting to you to know that in 
1930 the average rate on the United 
States Government debt was 3.75 per 
cent, and that as of October 31, 1941, 
it was 2.46 per cent, a reduction of ap- 
proximately 35 per cent, and that the 
reduction of loan interest rates through- 
out the United States as a whole has 
been equally as great. 

A survey made by the Bank Manage- 
ment Commission of the American 
Bankers Association in 1939 shows that 
65 per cent of all banks used a meas- 
ured service charge plan, and that the 
most popular service charge under this 
plan is to allow one free check for each 
$10 average balance. Most of these 
banks figure that it costs them four cents 
to pay an item drawn on themselves. 


The accompanying charts have been 
designed to show what percentage a 
typical bank must earn on its loans in 
order to recover its cost of handling “‘on 
us” checks, assuming that the typical 
bank of today has one-third of its funds 
in cash, one-third invested in securities, 
and one-third in loans. The computa- 
tions in Chart No. 1 are based on a 
bond account yield of 21% per cent, 
and the computations on Chart No. 2 
on a 2 per cent yield. 

To illustrate the use of these charts, 
let us assume that you have a typical 
bank, that it costs you four cents to 
pay a check drawn on yourselves, that 
your bond account actually yields you 
21% per cent, and that under your serv- 
ice-charge plan you allow one _ free 
check for each $10 average balance, 
that being the case your loan account 
would have to yield 11.9 per cent in 
order for you to recover your costs. If 
all the facts were the same except that 
your bond account only yielded 2 per 
cent instead of 214 per cent, your aver- 
age loan rate would have to be 12.4 per 
cent in order for you to recover all your 
costs of paying checks on yourselves. 
The gross rate earned on loans and dis- 
counts last year for all national banks 


CHART NO. 2 
Bond Account Yield, 2 Per Cent 
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in the United States averaged 4.1 per 
cent. 
Loss Ratio on Loans 


The annual reports of the Comptrol- 
ler of the Currency show that during 
the years from 1918 to 1938 inclusive, 
the ratio of losses to outstanding loans 
in all national banks in the United 
States was .89 of 1 per cent. The ex- 
perience of South Dakota banks which 
had been operating ‘twenty years or 
longer. for the twenty-year period ended 
December 31, 1939, was 3.54 per cent, 
according to figures taken from a re- 
port of the Bank Management Commit- 
tee of your State Association. I don’t 
have figures showing the average rate 
of interest received on loans over this 
same period, but it is probably safe to 
assume that this loss ratio of 3.54 per 
cent per year incurred on outstanding 
loans absorbed at least a third and pos- 
sibly as much as 50 per cent of the 
total interest collected on all loans. 
Loans are made on a much different 
basis today than they were a few years 
ago. and we hope that our loss raties 
in the future will not be nearly so great 
as in the past—but banks will continue 
to have loan losses. In computing the 
earning rate to be allowed for analysis 
purposes, it seems logical that the in- 
terest income from loans should be re- 
duced by a factor that would absorb this 
loss ratio. 

The measured service-charge plan 
under which one free check for each 
$10 of average balance might have 
been adequate when adopted. but if it 
doesn’t fit the changed conditions of 
today, serious consideration should be 
given to the adoption of some plan or 
schedule that does. The American 
Bankers Association and most of the 
state bankers associations that have 
given much recent study to the question 
of service charges recommend the 100 
per cent analysis plan. It is the fairest 
method for all concerned. and the one 
that brings in the most income. All 
items of cost are taken into considera- 
tion. The depositor’s account is charged 
for all services used, and he receives 
full credit for the earning capacity of 
his account. All accounts are treated 


alike, and the uniformity in the method 
of computing charges brings about 
greater public acceptance. We changed 
from a measured plan to a complete 
analysis plan in our bank in 1935. The 
income from service charges has been 
increased from around $30,000 per 
year to approximately $80,000 per year, 
an increase of 167 per cent, as a result 
of this change. 

Too many bankers feel this 100 per 
cent or complete analysis plan is all 
right for other banks, and especially 
the larger banks, but that it is entirely 
too complicated and unwieldy for their 
hanks. If you have the courage to take 
the initial step, it will remove all prej- 
dices from your mind, and will stream- 
line your analysis methods; you will 
find that this plan will simplify rather 
than complicate your service charge 
problems. Furthermore, you will find 
that it will be more acceptable and eas- 
ily explained to your depositors and 
defended by you. The Bank Manage- 
ment Commission of the American 
Bankers Association has published a 
booklet on the 100 per cent or complete 
analysis plan. This booklet is avail- 
able to all banks at a cost. I believe of 
twenty-five cents. so I will not discuss 
the plan in detail. I should like, how- 
ever, to pass on to you a few of the 
things we have done in our bank in 
streamlining our analysis methods. 


Streamlining Analysis Methods 


First, we redesigned our forms and 
changed our procedure so that all an- 
alysis information and data became an 
automatic by-product of the proof and 
posting operation. The deposit ticket 
shows a list and description of the items 
deposited, and thus furnishes most of 
the information needed in the analysis 
of the account; so we will start with it. 
We use a deposit ticket with a 34-inch 
margin at the top on the face of the 
ticket, with headings and spaces to 
show the following information. 


___ FLOAT 
Thousands Hundreds 


Nadine! Number 
Mail Clear 
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This information covering items de- 
posited is obtained in the sorting and 
proving operation of the deposit. 

The design of the ledger sheet and 
selection of posting equipment comes 
next. Our posting machines are 
equipped with an automatic double- 
balance printer, automatic check count- 
ing device, and also an analysis post- 
ing sector whereby the analysis infor- 
mation appearing on the deposit ticket 
may be posted direct to the ledger sheet. 
Recently we redesigned our ledger 
sheet and placed the analysis summary 
at the top of the margin. This enables 
us to cut off the upper half of the mar- 
gin and use it for the service charge 
debit after the service charge has been 
computed. It is our practice to re- 
cordak the margins of those accounts 
to be charged before cutting off the 
analysis summary. This procedure 
saves writing up service charge slips 
and copying all this analysis informa- 
tion over again. On approximately 
4,700 commercial accounts in our bank 
which are subject to charge, this saves 
approximately eight days’ work per 
month. 

If your addressograph equipment 
will accommodate a six-line plate, the 
name and address can be printed on the 
first three or four lines and the name 
repeated on the sixth line. This will en- 


‘‘A few weeks ago, our min- 
ister opened his sermon by giv- 
ing us a definition of a success- 
ful man. ‘A successful man,’ 
says he, ‘‘is one who meets the 
wolf at the door today and 
shows up tomorrow wearing a 
fur coat.’ In 1933, when the 
wolf of shattered earnings 
lurked at the doors of banks, due 
to unprecedented liquidation of 
loans and investments, banks of 
necessity began to analyze their 
operations and to evaluate the 
cost of their services. Thus they 
discovered a valuable source of 
additional revenue in the form 
of service charges.’’ 





able you to print the name on the com- 
bination analysis summary and service 
charge debit and also repeat the name 
of the account on the margin retained 
by the bank. This will identify the 
margin retained by the bank after cut- 
ting off the service charge debit and 
will eliminate the necessity of recordak- 
ing the margins. 

In 1934 we analyzed all our outgoing 
mail items on a dollar volume basis 
over a period of a month. We found 
that the average float on these items 
amounted to 2.71 days. We further 
found by test checking individual ac- 
counts that this average could be ap- 
plied by a surprising and almost un- 
canny degree of accuracy tos all but 
about 1/10th of 1 per cent of all our 
commercial accounts. As a result of 
this analysis, we adopted a three-day 
average float schedule, and we are still 
using it. This three-day float deduc- 
tion makes the computation of the aver- 
age float extreniely simple. All that 
is necessary at the end of the month 
is to add up the float column on the 
analysis margin and move the decimal 
one point to the left. This accom- 
plishes the same thing as multiplying 
the float total by three to reduce to a 
one-day total, and then dividing it by 
thirty to find the monthly average. 


Average Float 


The adoption of this average float 
principle did away with the endless task 
of sorting transit items by days, en- 
abled us to place all accounts on a com- 
plete analysis basis, and also eliminate 
four employes. Here is a real oppor- 
tunity to effect a worth while savings. 

A recent breakdown of our commer- 
cial ledgers revealed that 81 per cent 
of the number of our accounts had bal- 
ances under $1,000, and these accounts 
contained but 4 per cent of our total 
deposits. Under our complete analysis 
plan, all of our accounts were being 
averaged for analysis purposes. Obvi- 
ously, considerable work would be 
eliminated if we could average these 
small accounts by some _ short-cut 
method. We sampled a few accounts 
and found that the difference between 
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a “high-low” average and the actual 
average was negligible. This encour- 
aged us to investigate the possibilities 
further. An analysis of over 20 per 
cent of our accounts under $1,000 re- 
vealed that the difference in the earn- 
ings on the “high-low” average was 
just slightly over 5 per cent greater 
than the earnings allowed on the ac- 
tual average. This difference was ad- 
justed by reducing the monthly earn- 
ings one cent for each $100 average 
balance or fraction thereof. We now 
use the “high-low” average on normal 
accounts with high balances of less 
than $1,000. A clerk glances over the 
margins and ticks the high and low 
halances. The calculator operator puts 
the high and low balances in the ma- 
chine five times, moves the decimal 
point over one place to the left, and has 
the average balance. This operation 
accomplishes the same thing as adding 
the high and low balances together, then 
dividing by two, and it eliminates the 
slow division operation. We have re- 
duced the cost of the averaging com- 
putation by 50 per cent, and to my 
knowledge we have not had one cus- 
tomer complaint. On accounts which 
obviously would have an actual average 
of considerably more or less than the 
“high-low” average, we compute the 
average by days. 

A large majority of the banks today, 
after computing the average balance of 
the account and deducting the float, 
make a further deduction for the neces- 
sary cash reserve carried in the vault 
and with Federal Reserve Bank and 
other banks, then compute the analysis 
earnings on that net figure. The same 
result can be accomplished and thou- 
sands of computations eliminated each 
month in figuring service charges by 
simply reducing the earning rate an 
amount that would be the equivalent 
of making the reserve deduction. For 
example: Let’s assume that the average 
balance in an account is $1,750 and 
we deduct a 20 per cent reserve. This 
brings the balance down to $1,400. We 
then compute the analysis earnings at 
24 per cent and arrive at earnings 
of $2.91. Now, let’s take the same bal- 
ance of $1,750, but instead of deduct- 


ing 20 per cent reserve from the bal- 
ance, we merely use an earning rate 
that has been reduced by 20 per cent, 
which in this case would be a 2 per cent 
rate. The analysis earning credit would 
be $2.91, exactly the same as we had 
by using the other method. This one 
principle will eliminate thousands of 
separate calculations each month and 
produce the same results. We elimi- 
nated the separate reserve deduction 
calculation from our analysis computa- 
tions in 1935. 

We used machines for several years 
to figure analysis earnings on balances. 
We found, however, that a good sim- 
plified analysis earnings chart was 
faster. All figures are before the clerk. 
After using these charts for a while, a 
good clerk soon memorizes most of 
the earnings figures. This saves much 
time and also investment in and depre- 
ciation on equipment. 

Back in the old days when banks paid 
and received interest on demand ac- 
counts. the average balance was used 
as a basis for computing interest. Cash 
reserves meant something then; it was 
possible to realize some benefit from 
fluctuating balances. The average bal- 
ance was also used as a basis of infor- 
mation in passing on credit. Except 
in the case of seasonal businesses, low 
balance should be the basis of evaluat- 
ing the account. In my opinion, credit 
department records which show both 
low and high balance are more informa- 
tive. 


The Low Balance Principle 


The average balance in the account 
cannot be considered available for in- 
vestment. Cash reserves must be main- 
tained to meet the low point, not the 
average balance of any one account. 
The average balance is not used in com- 
puting interest on savings deposits: 
why use it on allowing analysis earn- 
ings on demand deposits. It is my con- 
tention that an account where the bal- 
ance never drops below $400 nor goes 
above $500 is much more stable and 
valuable to a bank than an account 
which will fluctuate between a high of 
$1,000 and a low of $10. The average 
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balance principle ignores the relative 
value of these accounts to the bank. 
The minimum-balance theory doesn’t 
work a hardship on the depositor be- 
cause each month is separate and stands 
on its own. 

On the basis of test studies made, the 
adoption of low-balance _ principle 
would increase income from 25 per cent 
to 40 per cent over the present aver- 
age-balance principle. The adoption of 
the low-balance principle would 

(1) Eliminate averaging of | bal- 
ances. 

(2) Necessity for calculation of float 
on 95 per cent or more of your ac- 
counts. 

(3) Practically eliminate the need 
for an analysis department. 

(4) Simplify the explanation of the 
service charge to the depositor. 

(5) Result in service charges reach- 
ing bookkeeping department ten days 
to two weeks sooner, thus lessening the 
number of charges not collected on 
accounts closed, and the number of 
service-charge overdrafts. 

(6) Would tend to create more stable 
balances in the accounts. 

‘7) Would enable the tellers and 
utility men to figure and compute serv- 
ice charges, and thus familiarize them 
with the profitableness of the various 
respective deposit accounts. 

(8) Make our tellers analysis- 
minded. They would thoroughly un- 
derstand the method of determining 
charges and consequently could do a 
better job of selling the service charge 
to the public. 

The minimum balance theory of 
evaluating the account for analysis pur- 
poses will, in my opinion, grow in 
favor in the next few years. The the- 
ory is sound, it is equitable, it can be 
defended and readily sold to our de- 
positors. Perhaps bankers are not yet 
ready to adopt this principle, but they 
should begin thinking along that line. 
In the meantime, banks might be justi- 
fied in allowing an earning credit on 
the minimum balance at one rate, then 
allowing credit for the difference be- 
tween the minimum balance and the av- 
erage balance at a lesser rate. which 
rate would correspond to the call money 
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or 90-day Treasury Bills rate. The 
theory back of this being that any 
money in the account between the low 
and average balance could not possibly 
be invested in anything except short- 
term commercial paper or Treasury 
Bills. This method of computing earn- 
ings on balances would recognize the 
relative values between accounts with 
widely fluctuating balances and _ ae- 
counts with more or less stable bal- 
ances. It would require many more 
computations, but the results probably 
would more than justify the extra work 
involved. 

The public requires and is entitled 
to banking services. Communities that 
require banking services should have 
them, and should be willing to pay rea- 
sonable charges for such _ services. 
Sometimes, however, practices and 
charges are adopted in certain locali- 
ties that are basically unsound, and 
which if continued ultimately will re- 
act adversely on all banks. For exam- 
ple: In recent years some banks have 
started a practice of adding twenty-five 
cents to the face amount of checks re- 
turned. This is a very bad practice, 
and if it is done only on “no account” 
checks it produces but very little reve- 
nue. If it is done on checks which are 
returned “N. S. F.” it places the pen- 
alty on the wrong person. The person 
who takes the check or cashes it is al- 
ready out the face amount of the check, 
and he is not very happy about having 
to pay out twenty-five cents more to 
find out that the check isn’t good. The 
maker and not the payee should be 
penalized on insufficient checks. This 
practice reacts adversely, not only on 
the bank that adds the twenty-five-cent 
penalty, but also on all banks handling 
the item. Practices such as this pro- 
duce little revenue and create ill-will 
that takes thousands of dollars spent 
in advertising and public relations work 
to overcome. 


Exorbitant Charges 


Whenever banks make exorbitant ex- 
change charges on checks drawn on 
themselves they are following a prac- 
tice that hurts all banks. Originally, 
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exchange charges were made to cover 
the cost of transporting actual money 
to distant points, but that was before 
our correspondent bank relationships 
were developed and before the Federal 
Reserve System came into being. Very 
little expense is involved now in writ- 
ing a draft in payment of a cash letter 
or collection item. Just the other day 
we sent a cash letter to another bank 
in our state consisting entirely of items 
drawn on themselves. The letter to- 
taled approximately $5,000. The bank 
charged us $5 for issuing their draft in 
payment of that letter. I don’t know 
what kind of a service charge schedule 
that bank has in effect, or what addi- 
tional charges they made against the ac- 
counts of their depositors for paying 
these checks, but I assume it was some- 
think like four cents per check. Let’s 
analyze this situation. Suppose that 
letter had contained only one check for 
$5,000 drawn by a merchant depositor 
of that bank. We pass their $5 charge 
on back to our depositor and he in 
turn passes it back to the party who 
issued the check, which is exactly what 
should be done. I wonder what their 
depositor would think or how he would 
feel toward his bank when he found out 
it had charged $5.04 to pay just one of 
his checks. Personally, I don’t believe 
he would appreciate it, and I don’t 
think that is the proper solution of the 
problem. If it is necessary to have 
more income from service charges, and 
I am convinced that it is, wouldn’t it 
be much better for a bank to work out 
a schedule of charges based on actual 
conditions existing in the territory in 
which it is located, then make those 
charges direct to its own depositors 
rather than operate on a schedule of 
insufficient charges and then make up 
the difference by passing stiff exchange 
charges on innocent holders. Exchange 
charges cause a tremendous amount of 
extra clerical work and delay in han- 
dling items and bring a lot of needless 
criticism to our profession. I believe 
the cost of furnishing banking services 
to a community should be paid for by 
the recipients of the service—the de- 
positors and customers of the bank in 
that community The problem of ex- 
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change charges can be solved if we 
have the courage, patience and will to 
solve it. 


Collection Service 


Banks render their depositors and 
customers a valuable and indispensable 
service through their collection depart- 
ment facilities. Back in the days when 
banks could employ profitably all the 
deposits they could attract, they han- 
dled collections free because by offer- 
ing such services they could attract 
more deposits. Times have changed. 
and [ think it is time we analyzed the 
picture as it is today. It costs banks 
real money to operate their collection 
departments. The customers using the 
collection facilities of a bank are mak- 
ing a profit from the business transac- 
‘tion back of each item. Would it be 
out of line, then, to ask them to pay for 
this collection service? If a Kansas 
City bank sends an item to us for col- 
lection and we make a charge for han- 
dling it, the Kansas City bank passes 
our charge back to the customer from 
whom it was received, along with a 
charge recovering their cost. In this 
manner both banks receive a reasonable 
fee for handling the item, and it was 
paid for by the customer receiving the 
service. Reciprocity agreements be- 
tween banks for handling collections 
free is not a favorable practice for sev- 
eral reasons: First. a bank may receive 
five or ten times as many collections 
from its correspondent as it sends them: 
second, both banks are absorbing costs 


“If present trends continue, 
it is evident that more of the 
future income of the banks must 
come from operating service 
charges. Banks that follow a 


policy of making no service 
charges at all, or inadequate 


service charges, and banks that 
make excessive service charges 
are following policies that quite 
definitely are not in the best in- 
terests of the banking profes- 
sion. 








which should be paid for by the cus- 
tomers receiving the collection service; 
third, to collect items drawn on certain 
points free while charging for items 
drawn on other points is not a very sat- 
isfactory or equitable way of handling 
so far as either the bank or customer 
is concerned. Banks, at least, are en- 
titled to break even on their collection 
department services, and if banks col- 
lected reasonable fees for all collec- 
tions handled they could break even. 
The problem of service charges is 
an interesting one, and one that re- 
quires our serious consideration. Banks 
have a definite responsibility to provide 
adequate and necessary banking serv- 
ices to the communities in which they 
operate. Banking services cannot be 
restricted to those who maintain com- 
pensating balances. The needs of the 
small as well as the large customer must 
be served. The day of flat, arbitrary 
and penalty charges is past. Service 
charges must be based on approximate 
costs. Charges assessed on any other 
basis may not be sound nor justified. 


Standard Practices Needed 


I think it would be most helpful in- 
deed if banks had some manual cover- 
ing standard banking practices and 


charges to use as a guide. In this day 
of confusion, the average small-town 
banker has neither the time nor the ma- 
terial available to become well in- 
formed on service charges or general 
banking practices outside his own com- 
munity. One banker does something 
because he hears that somebody is do- 
ing it. Somebody else follows this ex- 
ample, and so it goes on down the line. 
In this way, practices of far-reaching 
effect are started without the benefit of 
any group study, and without much 
thought or planning. 

Some State Associations have con- 
ducted studies and prepared manuals 
on standard banking practices and serv- 
ice charges which have been of real 
benefit to their members. Personally, 
I believe much good can come from 
these studies, and I have recommended 
that such a program be undertaken by 
the Oklahoma Bankers Association. In- 


dividualism and _ resourcefulness are 
fine things if kept within the bounds of 
reason, but we need some guide or 
chart to help keep us on the beam. 

It is difficult to determine which is 
more detrimental to our cause, banks 
that assess arbitrary and _ excessive 
charges merely because they have no 
competition, or banks that because of 
competition ignore their costs and fur- 
nish services free or for inadequate 
compensation. A few unwarranted or 
excessive charges can quickly offset all 
the good work done by the advertising 
and public relations programs of banks. 
Bankers should coédperate wholeheart- 
edly with each other. If we can and 
will remember that someone pays the 
cost of every service rendered, and that 
it is our job to equitably distribute 
these costs, we can and will render the 
kind of banking service to which the 
community is entitled. Whenever con- 
ditions or practices change so that our 
charges or basis for charges should be 
revised, let’s not hesitate to make those 
changes that are necessary to keep our 
service charges and analysis methods 
up to date. Now, as to the future of 
the service charge, it is here to stay. 
We must be prepared to defend and 
preserve it. The maintenance of an 
adequate and equitable schedule of serv- 
ice charges is, in my opinion, abso- 
lutely necessary to the maintenance of 
a sound banking structure. 


© 


INCREASED income, less goods and low 
prices cannot live in the same house 
without a policeman to maintain order. 
Governmnet has recognized this fact 
and has set up rationing and price ceil- 
ing machinery with police powers. The 
trouble is that too many people want to 
keep their cake and gorge themselves at 
the same time. It cannot be done. At 
best, the successful administration of 
rationing and price ceilings is an almost 
impossible task even when there is full 
public and governmental support to the 
program. Without such support, fail- 
ure is inevitable—A. L. M. Wiggins, 
president, Bank of Hartsville, Hartsville, 
S. C. 
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Some War Experiences of the 


British Banks 


T is important for American bankers 

to consider some of the problems 

that our English banking friends 
have had to contend with while their 
financial traditions were being upset by 
the war. 

First of all, they had to consider the 
problem of protection in order to safe- 
guard their vital records and_ their 
personnel. 

Their precautions in this respect 
were much the same as those being 
taken by many American banks. These 
include the microfilming of vital rec- 
ords, dispersing various important doc- 
uments in various locatiors less likely 
to be subject to attack by bombs, fire 
or flood: training employes in ARP 
work, setting up safety areas for per- 
sonnel, planning the removal of cur- 
rency and securities, emergency trans- 
portation, etc. 


To give you an idea of how well 
these plans worked, let me quote two 
paragraphs from the Annual Report of 
Barclays Bank, Ltd., as presented by 
the chairman, Mr. Edwin Fisher, at 
the Shareholders Meeting held on Janu- 
ary 27, 1941: 

“Our Weldstone Office—-a Branch 
on the outskirts of London—received 
a direct hit from a high-explosive bomb. 
The books of the Branch were almost 
completely destroyed and the contents 
of the strong box room suffered consid- 
erable damage from the explosion and 
from water. Happily, no one was hurt, 
notwithstanding the fact that the man- 
ager and his family were sleeping on 
the premises. The damage occurred 
early one Friday morning. The recon- 


By Ralph M. Binney 


struction of the records of the Branch 
was immediately taken in hand, and 
by noon the next day all the current 
accounts had been reconstructed and 
proved, and a Branch balance sheet 
was drawn up the same afternoon. On 
the following Monday morning the 
Branch was reopened in temporary 
premises, and all customers’ statements 
were ready for them. By the evening 
of the same day, deposit, home safe 
and loan accounts had been verified, 
while by the afternoon of the next day 
the deposit interest had been checked 
and the Branch was working normally. 

“At Coventry, where we have an im- 
portant Branch, a large part of our 
premises was destroyed by enemy bomb- 
ing and by fire, but the front part of 
the premises was left standing. A wall 
20 feet high was built in one and a half 
days across the office, screening the 
damaged from the undamaged portion 
of the premises, so that work could be 
resumed. The Branch was hit on a 


The accompanying article is 
a portion of an address made at 
the New Hampshire Bank Man- 
agement Conference recently 
held at the Amos Tuck School 
of Business Administration of 
Dartmouth College in Hanover, 
N. H. Mr. Binney is assistant 
manager of the foreign division 
of the First National Bank of 
Boston. 


THE BANKERS MAGAZINE for August, 1942 





Thursday night, but by 10:30 on the 
following Saturday morning, after the 
debris had been cleared away, access 
was gained to the strong room door, 
the keys turned in the locks, and all the 
securities, cash and ledgers were found 
to be perfectly safe and undamaged. 
Half an hour later, our cashiers were 
paying out wages, and all our custom- 
ers’ requirements were satisfied. The 
office bookkeeping machines had been 
transferred to an adjacent Branch, and 
everything there has continued to work 
well. In the damaged office at Coven- 
try, great discomforts have been borne 
by our staff, but all have faced the situ- 
ation cheerfully. 

“There are other instances of a com- 
parable kind which I could quote, but 
the examples given show what has been 
achieved and are typical of the way in 
which the difficulties have been faced 
and overcome. In dealing with our 
special problems, the staff have invari- 
ably shown great resource and _ initia- 
tive, and the success of their efforts to 
maintain banking services whenever 
they have been threatened reflects the 
greatest credit upon them, as well as 
those members of our Head Office who 
evolved our own scheme which has 
made possible such rapid reconstruc- 
tion of accounts. A valuable contribu- 
tion to the maintenance of an efficient 
banking organization in these times was 
made by the chief executive officers of 
the London Clearing Banks, who, act- 
ing in concert, have devised many 
agreed measures to meet the various 
emergencies which might arise as a 
result of the war.” 


Personnel Problems 


Personnel problems have occupied 
the attention of the English banks to an 
increasing extent ever since the spring 


of 1939. They are constantly called 
upon to release more man power for 
the war effort while heing forced to do 
more and more special work for the 
government. The banks, of course, 
have to maintain a high level of effi- 
ciency to properly care for the require- 
ments of the war industries and the 
general life of the community. Imag- 
ine the staff problems some of the large 


banks have had to solve. Barclays 
Bank, Ltd., for example, had at the 
end of 1941 a total of 5,261 men serv- 
ing with the armed forces, or absent 
from the bank on other full-time Na- 
tional Service. The other important 
English banks lost men in the same pro- 
portion. The Midland Bank, Ltd., re- 
leased about 5,000 men, nearly one-half 
of the total male staff of all ages em- 
ployed by them at the outbreak of the 
war. They are serving on land, and 
sea, and in the air. Already Midland 
Bank has lost 51 killed in action. 
Twelve others are missing, and 27 are 
prisoners of war. The war does not 
spare civil life either, for the same 
bank lost 17 of their staff in air raids. 

The man power problem has _ been 
overcome by the English banks in three 
major ways. First, by longer work- 
ing hours and the reduction of bank- 
ing hours. Secondly, by employing 
junior clerks and women for replace- 
ments on either a temporary or perma- 
nent basis, and third, by closing cer- 
tain branches. Most of the banks, be- 
cause of decreased account activity 
and the elimination of branches, are 
carrying on efficiently with a smaller 
total staff than before the war. 

The British banks operate under a 
branch banking system, much different 
than our own, and the problem of clos- 
ing branches was not an easy one to 
solve without impairing services essen- 
tial to the public. 

Barclays Bank, Ltd., up to the end 
of 1941, had closed 470 branches; Mid- 
land Bank, Ltd.. had closed over 300, 
and other English banks concentrated 
their operations proportionately. Some 
of these branches were closed for our 
English friends by enemy action, which 
brings us to the subject of property. 

The banks, of course, have had to 
set up reserve accounts to care for 
losses through damage to premises and 
equipment. In cases where premises 
have sustained war damage, claims for 
compensation are lodged with the War 
Damage Commission, but to date the 
amounts to be paid by the commission 
towards the cost of reinstatement of 
the premises after the war have not 
been determined. 
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You can readily imagine the number 
of real estate and leasehold problems 
that have to be considered each day 
by a bank operating 1,000 or 1,200 
branches during a war such as this 
when they are subject to constant at- 
tack by demolition bombs and _ incen- 
diaries. 

Considering the concentration of 
bank branches in England, particu- 
larly in the large cities such as Lon- 
don, where there are well over 1,000 
branches, the damage to banking prem- 
ises has not been too great. A few 
have been completely wrecked, some 
have been severely damaged and re- 
paired, while a large number of other 
branches have suffered damage, such 
as broken windows, causing nothing 
more than temporary inconvenience. 

The heavy air raids a few months 
ago gave the bankers in England an- 
other problem, that of transportation. 
Frequently a heavy raid would disor- 
ganize temporarily London’s transpor- 
tation system with consequent delay to 
the bank personnel in getting to work. 
There was also the companion prob- 
lem, that of getting employes away suf- 
ficiently early in the afternoon for 
them to reach home before the night 
raids commenced. 


The Transportation Problem 


Most of the big banks found a solu- 
tion to their staff transportation prob- 
lem by having fleets of motor coaches 
or trucks which gathered up the loads 
of employes at fixed points in the sub- 
urbs and redeposited them there after 
work, before the night air raids started, 
or blackout time. 

Another emergency plan required 
certain employes to stay at the bank for 
two or three nights each week in safe 
sleeping quarters in the vaults. They 
usually stayed 48 hours at home, then 
18 hours at the bank. 

The Midland Bank and, I believe, 
certain others have adopted a most 
commendable policy toward their men 
in the fighting services. Midland Bank 
has undertaken to make good to all 
members of the staff on active service 
any difference between their basic pay 
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and the salaries they were earning at 
the time they joined up. Midland Bank 
also welcomes them back to the bank 
when demobilized, and the employes’ 
salaries are so adjusted as to give them 
the same amount they would have been 
receiving had they remained at their 
desks. 

Safe deposit vaults in the English 
banks have stood up very well. In a 
very few cases were their contents de- 
stroyed or even seriously damaged. In 
fact, where the reconstruction of ac- 
counts from the duplicate records 
stored elsewhere was necessary, it was 
usually to overcome the delay in dig- 
ging a way into the vaults rather than 
because the original records were de- 
stroyed. The bulk of the damage was 
caused by flooding from broken water 
mains or from fire hose used on upper 
parts of the building. In such cases, 
sodden ledgers were dealt with by 
groups working with blotting papers 
and electric irons. As a rule, the banks 
were able to empty their vaults of 
books, cash, securities, and customers’ 
valuables within 48 hours. 

In many cases banks gave emergency 
service to customers at a near-by branch 
of the same bank. If this was not pos- 
sible, facilities were usually provided 
by a competitor, for, strange as it may 
seem to bankers here in America, the 
English bankers have a policy of co- 
operation and not of competition. 

Let me try to picture for you briefly 
how some of the British bankers lived 
and handled their jobs during the Blitz 
a few months ago. These incidents 
which I shall mention are based upon 
letters I have received from some of my 


‘‘The man power problem has 
been overcome by the English 
banks in three major ways. 
First, by longer working hours 
and the reduction of banking 
hours. Secondly, by employing 
junior clerks and women for re- 
placements on either a tempo- 
rary or permanent basis; and 
third, by closing certain 
branches, 





business associates in London and first- 
hand reports from other bankers I met 
while living in England a few years 
ago. 


Some Actual Incidents 


Alec, who used to be chief clerk in 
our London Office, now works for an- 
other London banking house all day 
and drives an ambulance at night. He 
is married to a charming girl and has 
one child. Since the war started I have 
heard only three complaints from Alec 
which I shall mention later after I have 
told you what one of his routine days 
is like. 

Alec usually gets to the office about 
9 a. m. by his “Iron Horse” motor- 
cycle which he parks in an alley along- 
side the building. When the air raids 
first started, standing orders required 
the bank doors to be shut, business sus- 
pended, and all valuable records, secu- 
rities, etc., deposited in the vaults when- 
ever the “Alert” signal sounded. Our 
English friends socn found, however, 
that the melancholy wail of the sirens 
came all too frequently, and the normal 


business day was punctuated by inter- 
vals of an hour or more when business 
stood still and the staff and customers 
in the building remained huddled in 
the basement or in other parts of the 


building believed to be blastproof. 
They soon decided that this spasmodic 
process of shutting the doors. rushing 
valuables to the vaults, and seeking 
shelter in safety areas was too much 
of a strain, and it put their business 
seriously out of gear. They noticed 
that life flowed on in the streets very 
much as usual. Buses and taxis con- 
tinued to operate with little interrup- 
tion, so they revised their ideas. In- 
stead of stopping all work on _ the 
“Alert” signal, they carried on as 
usual until enemy planes started drop- 
ping bombs too close for comfort. A 
system of roof-spotting was set up and 
members of the staff were trained to 
look out for aircraft in the sky. When 
the warning siren sounded. these men 
took their stations and the office work 
continued as usual until the roof-spotter 
sounded an alarm in the building itself. 
This was never done until the bombs 


got close, and then everyone moved on 
the double-quick. 

At first the banks dismissed their em- 
ployes early in the afternoon around 
four o’clock so that they could get home 
and have dinner before the night raids 
started. As their men left for the sery- 
ice, however, and staffs were depleted, 
it soon became necessary to work longer 
hours, and the clerks seldom left be- 
fore six o'clock and sometimes much 
later. 

During recent months Alec has been 
leaving the office around six o'clock, 
and instead of going home he reports 
to an Ambulance Depot in London at 
seven p. m., where he is on duty as an 
ambulance driver three or four days a 
week from seven p. m. to seven a. m, 
the next morning. 

His ambulance is a converted Lin- 
coln which has a lot of speed but lacks 
maneuverability. Alec’s first complaint 
was about the steering gear ratio of the 
Lincoln as compared with the English 
cars. It took too much twisting te 
dodge shell holes and he rolled it over 
on three different occasions, fortunately 
without serious damage to himself or 
the ambulance. As you can well imag- 
ine, when a person is driving a car in 
a blackout with only narrow slits of 
blue light coming from headlights for 
visibility, new shell holes do not ap- 
pear until you are very close to the 
danger zone, and then they are hardly 
more than a shadow on the pavement. 

After an all-night session of ambu- 
lance driving, with little or no sleep, 
he would frequently walk to work 
through streets strewn with debris and 
hose lines of the London Fire Brigade. 
Many times certain streets were en- 
tirely blocked by fallen walls, unex- 
ploded bombs, and other hazards, mak- 
ing it necessary to walk several blocks 
out of the way to get to the office. 

Entering the office building, Alec 
would frequently be greeted with the 
acrid smell of burnt paper and wood, 
indicating that some incendiary bomb 
had hit the building during the night 
but had been dealt with promptly by 
the man left on duty. 

To his dismay and disappointment 
he usually found that the work he had 
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left unfinished overnight greeted him 
in mild reproach first thing in the 
morning as it had been safely put away 
and had not suffered from the arson of 
Hitler’s bombers. 


A Complaint 


On off-nights, when at home for a 
quiet evening, instead of driving an am- 
bulance, Alec found cause for his sec- 
ond complaint. It seems that on quiet 
nights, with no bombers overhead, the 
baby would not sleep, but stayed awake 
and hollered lustily all night long. On 
other nights, when demolition bombs 
were exploding in the vicinity and anti- 
aircraft guns were banging away rap- 
idly at enemy planes, the baby slept 
serenely. This is not unusual, for I un- 
derstand from several of my British 
friends that grown-ups and children fre- 
quently have the same reaction. When 
there are no raiders overhead and the 
night is quiet, they simply cannot sleep 
as they are on a nervous tension and 
they stay awake until all hours smok- 
ing and drinking tea. Conversely, when 
a raid is taking place and anti-aircraft 
guns are noisiest, they will sleep se- 
renely with a sense of security and a 
feeling that the R. A. F. and the anti- 
aircraft gunners have the situation well 
in hand. 

Alec’s third complaint, if it may be 
called that, is the same one I have heard 
from numerous others, namely, that 
they are perpetually tired and do not 
expect to ever get caught up on their 
sleep and feel really relaxed and rested 
again. 

It is easy to understand why they got 
so tired during the heavy night raids 
last winter. One of my friends in Mid- 
land Bank, for example, used: to work 
from 9 to 5, then report at Waterloo 
Station at 6 p. m., where he worked as 
an emergency train dispatcher until 
midnight. If the bus service was oper- 
ating normally, he was able to get home 
by one o’clock; otherwise, he had to 
walk or cycle several miles, and did 
not get to bed until nearer two o’clock. 
Night after night of these long, ardu- 
ous hours of extra duty, piled on top 
of an extraordinary day’s work, seem 
to be good reasons for fatigue. 


‘‘Scarred but Not Scared!’ 


Another officer in one of the large 
London banks wrote me a few weeks 
ago about some of his work as an air 
raid warden in the suburb where he 
lives. He commented casually that six 
demolition bombs have landed near his 
home at one time or another. The 
front door has been blown off the hinges 
on two occasions, the slate roof has had 
to be repaired several times, and of 
course practically all of the windows 
were blasted out by the concussion 
every time. The family was quite well. 
Two of his three children had been 
slightly injured by bomb fragments 
and debris, but a few stitches soon 
patched them up. He summed the situ- 
ation up for me in one short sentence: 
“The family is scarred but not scared, 
and Jerry can never lick us.” 

The London Office of the Guaranty 
Trust Company of New York was 
bombed during the first heavy Blitz 
on the “City.” One of the members of 
the Guaranty’s London staff sent this 
report to his colleagues in New York, 
and it was duly passed by the censors. 
I mention it because it has since been 
published, and it describes vividly what 
the London banks have had to contend 
with. 

“The night was much the same as 
most other nights since the air war 
started. The wailing notes of the siren 
had sounded soon after dusk, as usual, 
followed by the inevitable gunfire. 
sometimes near, sometimes distant. The 
occasional ‘zug-zug’ of enemy aircraft 
could be heard as they passed and 
circled overhead. One also heard the 
‘crump’ of bombs as they fell, without 


‘‘Most of the big banks found 
a solution to their staff trans- 
portation problem by having 
fleets of motor coaches or 
trucks which gathered up loads 
of employes at fixed points in 
the suburbs and _ redeposited 
them there after work, before 
the night air raids started, or 
blackout time.’’ 
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‘‘Safe deposit vaults in the 
English banks have stood up 
very well. In a very few cases 
were their contents destroyed or 
even seriously damaged. In 
fact, where the reconstruction 
of accounts from the duplicate 
records stored elsewhere was 
necessary, it was usually to 
overcome the delay in digging 
a way into the vaults rather 
than because the original rec- 
ords were destroyed.’’ 


much indication of where until one 
heard the whistle of one passing by 
which indicated that it was near enough 
to be of more than usual interest. 

“But all this was perfectly normal 
and did not excite any particular feel- 
ing of apprehension, because it had 
happened before and would doubtless 
happen again, and anyway, no one be- 
lieves that he is next in line-—constant 
air bombardment breeds a fatalistic sort 
of optimism. 

“The three firemen, as usual, were 
around and about the building at vari- 
ous intervals, and the ‘residents’ were 
going through the usual evening rou- 
tine of playing cards, darts, and shove- 
half-penny, to pass away the time pre- 
puratory to having supper and turning 
in. 

“The ‘residents’’ sleeping quarters 
were around the new vault, and the 
compartment had been strengthened to 
act as an Air Raid Shelter. It will be 
seen how well this work had been done, 
for the shelter is as good today after its 
severe handling as it was the day it 
was built. 

“Camp beds had been put down and 
blankets spread, and then something 
happened—it was just a tremendous 
crack—something like the trunk of a 
tree snapping—only a thousand times 
louder, and everybody knew that we 
had had a direct hit. In the fraction 
of a second that this took place, we 
had many thoughts, and the first was 
to watch the roof of the shelter to see 
whether it would stand up to the strain 
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—and it did. There was a shower of 
dust which filled our nostrils and 
throats, the crash of everything smash- 
ing overhead (how much we little knew 
then), and a feeling of great relief that 
we still breathed. 


“Then came the sound of running 
water and fear of being trapped in the 
shelter and drowned probably flashed 
through the minds of all of us, but the 
only words spoken were, ‘Everybody 
all right?’ and a united reply of ‘Yes.’ 
The lights had gone out, so we felt 
around for torches to try and find a way 
out. The usual staircase was completely 
blocked with debris, but fortunately we 
found another of the exits open and 
were relieved to find that the blast had 
blown out the front door of the ad- 
joining entrance to the building, so we 
scrambled out into fresh air to collect 
ourselves. 

“Down the street, another bomb had 
penetrated deep into the road and set 
fire to a gas main, which was blazing 
furiously, and through the back of our 
shattered building was another fire 
which we thought was our back vault. 
Outside, the street was littered inches 
deep with broken glass. 

“We were out of the building in prob- 
ably less than three minutes, but in 
this time Barclays Bank Fire Brigade 
had already run out their hose and 
were dealing with the gas main fire 
down the road. Almost immediately 
the London Fire Brigade (heroes every 
one of them) had arrived, and we di- 
rected them to the back of our prem- 
ises. That fire they dealt with promptly 
—it eventually turned out to be the 
building across the court and not our 
premises. 

“Our next thought was to count heads 
and find out which of our party were 
missing. We knew that those in the 
shelter were in good order and undam- 
aged, but there still remained one of 
the residents and three of the firemen 
to be accounted for. So back into the 
building we went, and the four casual- 
ties were discovered very much shaken 
and cut. They were got out of the 
building after a struggle over piles of 
debris, and taken to the First Aid Sta- 


tion for patching up, and one of them 
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Statement of Condition June 30, 1942 


Cash on Hand and Due from Other 
Banks : 

United States Government Obligations, 
direct or fully guaranteed . 

Other Securities . . 

Stock in Federal Reserve Bank . 

Loans: 
Loans and Discounts. . . . . $ 
Real Estate ada 
Overdrafts 

Branch Buildings ial Leasehold Im- 
provements . 

Other Real Estate 

Accrued Income Receivable— Net 

Prepaid Expense ee 

Customers’ Liability Account of 
Acceptances and Letters of Credit 


TOTAL RESOURCES 





Deposits: 
Commercial, Bank and Savings 
U. S. Government 
Treasurer, State of Michigan 
Other Public Deposits 
Capital Account: 
Preferred Stock 
Common Stock 
Surplus. 
U ndivided Profits 
Reserve for retirement of Pre- 
ferred Stock 
Reserve for Common 
Dividend No. 
August 1, 1942 
Reserves . 
Our Liability Account of Acceptances 
and Letters of Credit . 


TOTAL LIABILITIES . 


Stock 
16 payable 


~ 





United States Government securities carried at $68.399,337 
are pledged to secure public and trust deposits and for other purposes required by law. 


RESOURCES 


88,346,521.60 
16,756,385.14 


38,463.80 


LIABILITIES 
. $654,905,379.71 


35, 164,434.61 
14,548,576.60 


28,903,999.52 


8,625,000.00 
10,000,000.00 
11,375,000.00 
5,448,975.06 


125,000.00 


> 


Member Federal Deposit Insurance Corporation 


BUY U. S. WAR BONDS REGULARLY OUT OF INCOME 


$253,839,321.61 


344,062,282.51 
65,159,367.68 
900,000.00 


105,141,370.54 


1,104,082.76 
13,970.63 
1,338,370.31 
483,592.90 
2,141,114.53 
$774,183,473.47 


$733,522,390.44 


35,573,975.06 


500,000.00 
2,445,993.44 
2,141,114.53 

$774,183,473.47 


.68 in the foregoing statement 
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went to the hospital the next morning 
for X-ray and medical attention. For- 
tunately, these four casualties did not 
turn out to be very serious, and after 
a few weeks’ rest they had recovered 
from what had been a very bad ex- 
perience. 

“The remainder, who did not need 
medical attention, were invited to shel- 
ter in Barclays Bank for the night, 
where we were made very comfortable, 
given hot drinks and blankets and 
breakfast in the morning, for all of 
which we were deeply grateful. 

“We went back over the road just 
before daylight to survey the damage, 
and think we were all surprised to find 
how complete had been the wreck of 
the ground floor. We realized how for- 
tunate we were to have escaped with 
our lives and with so little personal 
injury. 

“As the staff arrived around nine 
o'clock, without knowledge of the 
night’s events, their expressions of in- 
credulous amazement as they came 
upon the scene were almost comical. 

“The H. E. bomb which hit us was 
a large one, and it certainly did its ‘work 
well. Desks and chairs were smashed 
to matchwood, typewriters were liter- 
ally blown to pieces, heavy filing cabi- 
nets weighing 300 pounds were blown 
clean out of the window. 


Business as Usual 

“Yet London Office functioned as 
usual the following morning in a tem- 
porary office at Barclays Bank, pending 
more permanent arrangements. It was 
working under difficulties with a ven- 
geance, but everybody worked with a 
will to straighten things out, and it is 
remarkable what they managed to res- 
cue from the wreck. 

“This report mentions no names be- 
cause we are all in the show, men, 
women and children, and anyway, sev- 
eral members of the staff have had far 
worse experiences in their own homes.” 

The British and American bankers 
I have mentioned are only a few out 
of thousands who have lived through 
sleepless nights, violent explosions, fire, 
and numerous other war conditions be- 
yond our comprehension. During all 


these terrifying attacks on their homes 
and their working quarters, they have 
maintained efficient banking organiza- 
tions and have served industry and the 
general public well. They have devised 
methods for distributing currency on 
an emergency basis to meet the require- 
ments of evacuated populations and 
have overcome all of the worries and 
troubles that have faced them. 


© 


A UNIQUE opportunity still exists for 
the rise of a real monetary statesman 
with the courage to give us a construc- 
tive monetary reform. This should in- 
clude: a return to the full gold stan- 
dard with a mint price for gold of $35 
an ounce; gold available in coins of 
larger denominations or in 10 and 100 
ounce bars; replacement of all other 
types of paper money by Federal Re- 
serve notes in order to place in the 
hands of our central banking organiza- 
tion the exclusive right of note issue; 
the continuation of an adequate and 
satisfactory subsidiary coinage, kept on 
a truly subsidiary basis and coined 


only on government account; repeal of 
all silver legislation which requires the 
purchase of silver, the coining of silver 
dollars, and the fabrication of silver 
certificates; and greater use of deposit 


currency in a free and untramelled 
banking system. Our system would 
then consist of gold as the standard, a 
reasonably elastic Federal Reserve note 
issue, and adequate subsidiary currency, 
and the use of checks on deposits in a 
free banking system. 

As for fiscal policy a broadening of 
the income tax base would be helpful, 
but too great a lowering of exemptions 
might make impossible bond purchases 
by many individuals. The ability to 
spend should be reached by a sales tax 
which is a good revenue producer and 
which should be used to supplement a 
revised income tax to get at large in- 
creases in expendible income in the 
hands of those who spend it and who 
might not be reached even by a revised 
income tax base.—Frederic E. Lee, pro- 
fessor of economics, University of 
Illinois. 
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ow oOCUl;oemOm 


Investment 
and Finanee 


Epitep By OSCAR LASDON 


EXPENDITURE RATIONING 


\IHE supply of goods available for 

purchase is steadily declining. On 

the other hand, the supply ot funds 
available for spending—potential pur- 
chasing power—is steadily rising. The 
“inflationary gap” is growing larger 
and larger. 

This situation has given rise to con- 
siderable discussion of a program of 
expenditure rationing. Under such a 
program, individual spending abilities 
would be restricted. Income or capital 
resources would no longer be the pri- 
mary determinant of what an individ- 
ual could buy. He could only purchase 
what the Government would allow. His 
allotments would be computed in ac- 
cordance with some master plan. 

Under such a system many articles 
could only be bought with ration cou- 
pons or some similar device. Each in- 
dividual would receive some part of 
his income in ration money. There 
might be some basic minimum. allot- 
ment of ration coupons, after which 
larger allotments would parallel in- 
creases in individual income. Such a 
system would probably impair the 
standard of living of the middle class 
and higher income groups, while af- 
fecting the lower income groups in the 
plan in smaller degree. 

Proponents of the plan for ration 
spending say that purchasing power 
can be effectively controlled in no 
other way. They also claim it su- 
Perior to rigorous taxation because it 
causes less disruption in the social and 
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economic structure. By limiting ra- 
tion coupons to the amount of goods 
available, the problem of the inflation- 
ary gap can be removed. 

Great Britain instituted the points 
rationing system last year. As the sys- 
tem works in England, points coupons 
can be spent at different shops and for 
different things; some points are desig- 
nated for foodstuffs, while other points 
are specifically earmarked for clothes. 
Tobacco and cosmetics have not yet 
been included under the plan and can 
still be purchased with money. 

The points coupon, notes the London 
Economist, has assumed many of the 
attributes of money. In districts where 
there are many munitions factories, re- 
marks the Economist, the majority of 
the population have more money than 
they know what to do with. However, 
it is the surrender of points coupons, 
rather than the payment of money, that 
determines how much goods can be 
bought. It is noteworthy that coupons 
have already begun to respond to de- 
mand and supply, and the points value 
of certain commodities has run up in 
various communities. although prices 
in money have remained unchanged. 


—_— 


LEGAL INVESTMENTS 


Approximately $2,400,000,000 of 
railroad bonds have been restored to the 
New York State legal list. Announce- 
ment of these additions was made by 
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New York State Superintendent of 
Banking William R. White. 

Section 235, subdivision 7, of the 
banking law provides that only bonds 
of those carriers which have covered 
fixed charges one and one-half times in 
five of the last six fiscal years, includ- 
ing the last fiscal year, and have paid 
dividends in an amount equal to one- 
fourth the total fixed charges, are eli- 
gible for purchase by savings banks. 
However, it is under subdivision 7A, the 
so-called moratorium amendment which 
was originally enacted in 1931, but 
modified on a number of subsequent oc- 
casions, that these additional securities 
regain their eligibility. This modified 
subdivision of the statute eases the re- 
quirements to the extent that the issu- 
ing company must have earned fixed 
charges in four of the five preceding 
years and one and one-half times in the 
last fiscal year, which in this case is 
1941. 

Roughly, $831,000,000 par value 
New York Central bonds, $424,000,000 
of Southern Pacific issues, $227,000,000 
of Southern Railway obligations, and 
$223,000,000 of Chicago, Burlington & 
Quincy bonds have returned to official 
favor. Also included are $200,000,000 
Illinois Central issues, as well as large 
amounts of Atlantic Coastline, Texas & 
Pacific, Pere Marquette and Bangor & 
Aroostook issues. 

A note of caution is injected by State 
Superintendent White. This is evident 
from the following statement which ac- 
companied the new list: “The fact that 
a security appears upon the list does 
not indicate that the Banking Depart- 
ment considers it a proper investment 
under all circumstances for the funds 
of any individual savings bank. The 
question of whether a savings bank 
should purchase a particular security 
which appears upon the list is one 
which should be determined in each 
case by the management of the savings 
bank upon the basis of all the relevant 
facts.” 

In view of the sudden and wide fluc- 
tuations in rail earnings since 1929, the 
need for such caution appears obvious. 
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POST-WAR PERIOD 


A post-war depression and funda- 
mental changes in the social order are 
not inevitable, according to the Na- 
tional Association of Manufacturers, 
The Association’s Committee on Post- 
War Problems has issued a nine-point 
post-war program to assist in speeding 
reconstruction and easing the economic 
readjustment. 

The program encourages the accu- 
mulation of a backlog of peace-time de- 
mands through curtailment of Govern. 
ment and private spending during the 
emergency. It is also recommended 
that steps be taken to open up the capi- 
tal market and forestall a sudden col- 
lapse of bank credit; it is suggested 
that the Government stand back of all 
its contracts with private business by 
accepting completion. 

With respect to savings and _invest- 
ments, the point is made that savings 
accumulated during the war be released 
for purchases of goods and for invest- 
ment. This would release substantial 
purchasing power and would create a 
demand for goods and employment. 

Other proposals include the avoid- 
ance of cost-price rigidities and_ the 
elimination of all emergency war-time 
regulations and controls. 

The program warns that “govern- 
mental efforts to avoid or control all 
these readjustments by spending our 
way into prosperity will merely pile up 
more trouble for a later period.” As 
far as private industry is concerned, it 
is suggested that. on its own initiative, 
it apply its efforts toward the develop- 
ment of new products. the provision of 
dismissal wages for industrial workers, 
the use of earnings to strengthen cor- 
porate capital positions, and working 
constantly for the improvement of em- 
ploye-employer relationships. 

With regard to the international as 
pect of the post-war outlook, W. ¢ 
Cumberland, a member of the advis 
ory committee of the American Asso 
ciation of Manufacturers, recently told 
the Institute of Public Affairs at the 
University of Virginia that America’s 
most urgent task at the end of the war 
will be that of putting industrial equip- 
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ment back into top condition. While 
Mr. Cumberland conceded that a pros- 
perous America should follow a war 
that was not too long or disastrous, he 
advocated efficient industrialization so 
that the “costs for commodities for 
which this country is fitted to produce 
will be on the best possible competi- 
tive basis.” 

Mr. Cumberland cautioned against 
duplicating the mistake that Great Brit- 
ain made at the close of the first World 
War—sending capital abroad for the 
rehabilitation of plant and machinery 
in war-devastated countries and even in 
former enemy countries. The result, 
Mr. Cumberland pointed out, was that 
British industry was not modernized 
and found itself at a competitive disad- 
vantage. 

Stuart Chase, speaking before the 
same audience, envisioned what he 
termed a “mixed economy . . . where 
government takes the responsibility for 
over-all planning, for full employment 
and national minimums, but where big 
business, little business, coéperative as- 
sociations and a vast zone of non-profit 
enterprise all share the field.” Mr. 
Cumberland, on the other hand, saw 
this nation’s future prosperity resting 
on the freedom of the individual to do 
his own part, without being told what 
to do by government officials. 

A slightly different slant on post-war 
problems comes from British sources. 
The British themselves have also been 
devoting a good deal of attention to the 
post-war situation. In this connection, 
a report by the Federation of British 
Industries forecasts a continuance of 
governmental controls over exports and 
imports for some years after the war. 
One of the first essentials, the report 
noted, is to insure the means of paying 
for Britain’s necessary imports of food, 
raw materials, and other commodities. 
Attention is called to the fact that Brit- 
ain will emerge from the war a debtor 
rather than a creditor nation, and that 
industry will accordingly have to adapt 
itself to the new situation. 

To insure payment for raw materi- 
als, the opinion was expressed that Brit- 
ain would have to resort to emergency 
trade policies for a considerable period 


of time—a departure from the princi- 
ples agreed upon in the Atlantic Char- 
ter and Anglo-America accord. What 
will probably be forthcoming will, in 
effect, amount to a system of barter or 
bilateral trade. Such a system will reg- 
ulate imports according to Britain’s 
capacity to pay for them. Naturally, 
this involves import and export con- 
trols, quotas and preferential agree- 
ments. The report also urges that de- 
cisions be based not on political theo- 
ries of government but on reasons of 
economic welfare. 


TAX EXEMPTION 


New York Solicitor General Henry 
Epstein has summarized the five main 
reasons for rejecting the recent pro- 
posal to tax income from state and 
municipal obligations. 

1. Federal taxation on municipal 
bonds tends to remove control of the 
local government to Washington. 

2. Such a tax bill will not be pro- 
ductive of any substantial revenues. 

3. There is no truth in the assump- 
tion that local securities constitute a 
substantial loophole through which 
wealthy taxpayers escape their proper 
share of Federal taxation. 

4. Federal taxation of municipal 
bonds. will substantially increase the 
costs of local government. 

5. Federal taxation on municipal 
bonds will paralyze the fiscal operations 
of thousands of cities; it will make it 
impossible for them to carry on the in- 
dependent functioning of their essen- 
tial municipal services. 

Solicitor General Epstein commended 
the House Ways and Means Committee 
for its rejection of the Treasury pro- 
posal to tax such income. 


NAZI ECONOMIC CONTROL 


Some inkling of the progressive de- 
terioration that is taking place in the 
Nazi economy may be gleaned from the 
recent action of the Reich Ministry of 
Economics. The latest decree of the 
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Reich Ministry orders “holders of stocks 
and bonds purchased for speculation or 
investment” to turn in their securities 
to the Reichsbank. German govern- 
ment bonds are to be received in ex- 
change. 

Reports differ as to whether all secu- 
rity owners must immediately turn over 
their holdings to the Reichsbank, or 
whether it is only the sale of securities 
to anyone but the Reichsbank that is 
forbidden. German investors have 
manifested substantial preference for 
corporate securities rather than gov- 
ernment bonds. 

Apparently, the Nazi government is 
in mortal fear of inflation and is utiliz- 
ing every effort to clamp down on any 
boom in equity prices. The last Ger- 
man inflation is well remembered, and 
military reverses may well lead to a 
similar breakdown in confidence in the 
present government. Owners of bonds 
and stocks turned over to the govern- 
ment must accept, as the basis of ex- 
change, security quotations as of the 
last year-end. Such quotations were 
considerably below the market levels at 
the time the decree was imposed. 

This latest action also marks a fur- 
ther extension of the collectivist trend 
which was indicated when the Nazis 
came to power. Ultimately, the final 
shape of the German economy may not 
differ much from the Russian model. 
Although the Nazis have always pro- 
fessed at least a nominal regard for the 
private capitalistic pattern, collectivist 
bureaucracy appears the _ inevitable 
goal. 


~ 


PUBLIC UTILITY DEPRECIATION 


Analyzing all public utility subsidi- 
aries of registered holding companies 
with book assets in excess of $5,000,000, 
a survey by the Public Utilities Divi- 
sion of the Securities and Exchange 


Commission discloses information of 
considerable investor interest. From 
1930 to 1940, 89 per cent of the 168 
electric and gas companies that were 
studied listed depreciation charges 
higher on their income tax reports than 
thev did on their own books. 

Excess of tax depreciation over book 
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depreciation for the ten-year period 
amounted to $627,052,000 in the case 
of 149 companies. The remaining 19 
companies covered in the report showed 
an opposite tendency, with book depre- 
ciation exceeding tax depreciation in 
the amount of $8,108,000. All in all, 
for the 168 companies surveyed, the 
net excess of income tax depreciation 
over book depreciation was $618,944,- 
000. 

It is observed, however, that the past 
three years have witnessed a substan- 
tial narrowing of the difference between 
the two sets of depreciation figures. 
The report also directs attention to the 
fact that the ledger values of most of 


‘the companies’ depreciable fixed capital 


was substantially larger than the de 
preciable property base recognized by 
the Bureau of Internal Revenue. 
Elaborating on the importance of de- 
preciation charges, the report points 
out that understatement of annual ac- 
cruals results in corresponding over- 
statement of net income and _ earned 
surplus. Accordingly, investors may 
be given a false impression with re- 
gard to earning coverage. Further- 
more, overstatement of earnings may 
lead to the distribution of dividends at 
a rate higher than is justified, and the 
capital of the company may thus face 
impairment. In addition, failure to 
charge adequate depreciation expense 
also results in a deficient depreciation 
reserve; consequently, the net book 
value of the company’s assets is over- 
stated. Investors are then more likely 
to conclude that that company’s capital 
structure, as related to net property 
value, is sounder than it actually is. 
The Public Utilities Division charac- 
terizes inadequate accruals and reserves 
(where no offsetting earned surplus is 
retained in the enterprise) as “a subtle 
way of watering stock.” Under such 
circumstances. the Division remarks, 
“the stockholder is being paid back his 
capital in the form of dividends repre 
senting allowed earnings, and the stock 
remaining on the books at its full value, 
even though assets reflecting its equity 
have been drained from the company.” 
There is little doubt that insufficient 
depreciation charges lead to an over 
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statement of earning power and distri- 
bution of excessive dividends, as well as 
to the purchase of stocks at levels which 
might otherwise be unjustified. In other 
words, the investor is generally misled. 
However. just as cases of underdepre- 
ciation arise, so do cases of overdepre- 
ciation. In the latter instances, under- 
statement of earnings result and invest- 
ors may tend to undervalue their se- 
curities. 

This naturally leads to the question, 
“What constitutes proper depreciation 
rates?” This is a matter of “expert” 
opinion—and experts frequently differ. 

Also of importance is the fact that 
the depreciation charged off in income 
tax statements may not represent the 
hest estimate of what constitutes an 
appropriate deduction. In past years. 
depreciation deductions in amounts 
larger than justified were often charged 
off in income tax statements. More re- 
cently. the Treasury has tended to limit 
the extent of such deductions because 
of the desire to collect taxes in as 
sreat amount as possible. 

The past practice of many companies 
to understate depreciation on their own 
hooks cannot be denied. This condition 
is being rapidly remedied through the 
efforts of the companies themselves, as 
well as through pressure of the SEC 
and other governmental agencies. On 
the other hand, the depreciation reserve 
as computed in tax reports has no over- 
whelming claim as a standard of ap- 
propriateness. 


—_— 


PRIVATE SALES 


Last fall, it will be recalled, New York 
State Superintendent of Banking Wil- 
liam R. White sharply criticized the 
insurance company practice of private 
purchase of new issues. Here is the 
background of the incident and how 
it arose. 

Corporate interest-bearing obligations 
which do not meet the rigid require- 
ments of the legal list may be made elli- 
gible for savings bank investment 
through appropriate action of the New 
York State Banking Board. In this con- 
nection, such action was taken with re- 
gard to a new issue of American Tele- 
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phone & Telegraph Company bonds. 
Unfortunately, however, as the result 
of a competitive bidding procedure, the 
entire issue was purchased by three 
insurance companies. Thus the action 
of the board was practically meaning- 
less, since the savings banks were un- 
able to obtain any of the bonds. 

Subsequently, as a matter of policy, 
the board warned that future issues mar- 
keted in this manner might not receive 
special consideration for legal list eli- 
gibility. There was little point in so 
approving any issue of securities if 
there was no likelihood that any would 
be available for savings bank purchase. 
Adding such issues to the list resulted 
in no advantage to savings bank deposi- 
tors and favored a marketing plan the 
advantages of which rested almost en- 
tirely “with a few gigantic institutions.” 

Subsequently the insurance com- 
panies, with one exception, ceased mak- 
ing direct bids for utility issues. Last 
month witnessed further steps being 
taken. It now appears that the insur- 
ance companies have informally agreed 
among themselves to work for a wider 
distribution of securities. In other 
words, the larger institutions will not 
endeavor to obtain relatively excessive 
proportions of a new issue. This new 
arrangement is understood to cover both 
private placements and public offerings 
of securities and has met the objections 
of some of the smaller life companies 
which were also excluded from prior 
private offerings. 

With the large volume of Treasury 
issues now being sold, the supply side 
of the investment problem is taken care 
of. Accordingly, compromising of the 
differences of opinion regarding the 
availability of new issues will be some- 
what academic for some time to come. 


© 


“EveEN the deprivations of a war period 
have their advantages. They make us 
get busy and find substitutes or dilu- 
tions or alloys or new combinations 
which turn out to be better than the 


much more expensive originals.” — 
Charles F. Kettering, vice-president of 
General Motors. 





IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


HE steady deterioration on the anti- 

inflation front has many banking 

authorities worried. Bank officials 
visiting Washington and many Govern- 
ment authorities concerned with fiscal 
affairs are alike concerned over the pres- 
ent trends. 

Price control is not working success- 
fully despite many official assurances. 
All the appropriations desired by Leon 
Henderson for enforcement of the pres- 
ent Price Control Act cannot assure 
success. Government subsidy would 


undoubtedly postpone further efforts to 
amend the law, but there is no guaran- 
tee that the palliative medicine might 
not be worse than disease over any con- 
siderable length of time. 

Definite wage control is not being 
achieved despite White House desire to 


secure voluntary commitments. Organ- 
ized labor is not fundamentally codper- 
ative except in public gestures. The 
same is largely true of organized farm- 
ing. Its leaders demand special favors 
and their influence and power in Con- 
gress is considerable, as recent blocking 
of appropriations over a record period 
has indicated. 

Whether the program and _ propa- 
ganda for voluntary purchase of War 
Bonds will be successful is openly ques- 
tioned. Secretary of the Treasury Mor- 
genthau is none too sure. The banks 
of the country are, very apparently, do- 
ing their part loyally toward aiding the 
selling effort, as are entertainment stars 
and voluntary citizen committees and 
merchants and other interests. 

The tax program has lagged danger- 
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ously. It is now painfully being dis- 
cussed and the bill amended. A with- 
holding tax is favored by the Treasury 
both for its advantage in eliminating 
the time-lag, thereby taking money out 
of circulation and routing it promptly 
to the Treasury, where it is needed to 
meet the enormous costs of war pro- 
duction. This year or next, some form 
of compulsory savings is indicated, say 
officials. 

The single bright spot on the anti- 
inflation battle front is in the sharp 
curtailment of consumer credit. The 
Reserve Board’s Regulation W_ has 
achieved good results. It has cut down 
personal loans, extended charge ac- 
counts and forced individuals to pay 
their bills. Bankers are also responding 
in their scrutiny of inventory loans, 
thereby removing the urge for commer- 
cial interests to quickly sell the de- 
clining stock of many consumer goods. 

Any balance of reasons why the anti- 
inflation battle is being lost must in- 
volve political factors and Washington 
leadership. It would be less than truth- 
ful to ignore the bungling, interest-serv- 
ing, half-hearted type of leadership that 
has permitted the difficult contest to go 
against the best interests of the Ameri- 
can people. 

While time has been lost that cannot 
be regained, the lessons should be 
learned. The original price control bill, 
enacted on the principle of selective 
ceilings for prices, was foredoomed. 
The man on the street was able to think 
clearer than many an Administration 
spokesman who sought to justify the 
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leaving of wages and salaries out of 
calculation. The bill sponsored by 
Representative Albert Gore, Tennessee, 
was bottled up, although there were cou- 
rageous Congressmen willing to fight 
for it. Bernard M. Baruch, who lived 
through the inflation contest of World 
War I, warned against the inadequacy 
of the present law. But Administration 
leadership seemed convinced that labor 
and agriculture would voluntarily co- 
operate and forego special favors denied 
the merchant, business and manufac- 
turing. 

The test has come sooner than was 
expected in this vital contest. The amaz- 
ing response that industry has given in 
meeting and surpassing goals for war 
production has meant more money from 
the Treasury in a shorter period of 
time than was originally estimated. 
This has meant larger financing and 
faster spending and a greater outflow in 
wages and services. That process has 
added to the danger of inflation. 

Complicating the picture has been a 
loss of confidence in the conduct of the 
war. That fine willingness to trust and 
obey in order to win, and without ask- 
ing questions, is no longer present. 
Rubber, gasoline, little business, farm 
credit promotion, lack of data and facts 
on the war, heavy losses in the subma- 
rine sinkings, with other things, have 
created antagonism. There has come a 
questioning of motives. 

Now admittedly needed. if the home 
defense against inflation is not to be 
actually breached, is a strong, logical. 
forthright program that is not shaped 
for November elections but based on 
facts that the newspaper-reading and 
radio-listening public appreciates. 
Neither blocs of labor nor farmers will 
long resist such an approach. 


Banks and the War 


It is perhaps a truism to state that 
banking and financial interests cannot 
be wholly satisfied by any Washing- 
ton policy. Although organized bank- 
ing is giving full service in the war 
effort, codperating to a degree that has 
amazed even some officials not banker- 
minded, there is a growing segment of 
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banking that is now especially critical. 
Reference is to the prevailing farm 
credit policy of the Department of Ag- 
riculture. Over this a change has come 
over bankers. While a few years ago 
it was, broadly speaking, the big bank- 
ers that were openly hostile to Wash- 
ington policies, the country bankers and 
those in the smaller cities tended to be 
friendly. The situation has now re- 
versed itself, if protests and efforts to 
overcome present policies and _pro- 
grams are a criterion. 

The little banker is finding sharp 
competition from the Production Credit 
Associations and from the Farm Secu- 
rity programs. He is not opposed to 
their establishment or idealistic pur- 
poses, but he is strenuously objecting 
to what he terms “unfair practices.” 

Recently an organization of Nebraska 
bankers, all members of the American 
Bankers Association, decided to begin 
a series of protests. They felt that 
their officials in New York and Wash- 
ington were not hitting hard enough 
against an extraliberal lending policy 
that could not be met by their institu- 
tions while conforming to bank super- 
visory practices. In some places Farm 
Credit Administration officials were 
openly soliciting business from long- 
time borrowers of the banks, while in- 
sisting that the bankers stay away from 
their organization and planning meet- 
ings. 

Arguments of Agriculture Depart- 
ment officials to these protests have re- 
volved around a statement that the pri- 
vate banks were not meeting the need 
and that their interest rates were too 
high. That some country banks have 
charged very high interest rates cannot 
be denied. A number of months ago, 
Leo T. Crowley. Chairman of the Fed- 
eral Deposit Insurance Corporation, 
himself so declared. 

The country banks counter with state- 
ments that the Government farm credit 
agencies pay no taxes and lend public 
money. They point to the fact that they 
are bound by numerous regulations and 
that they must conform to the wage-hour 
law, and that they are giving time and 
effort in selling War Bonds. none of 


137 





WARREN W. NISSLEY 
Arthur Young & Company, New York 


Although there are seventeen ways of 
spelling the name Nissley, Mr. Nis- 
sley informs us that our spelling of 
his name in the July issue was not 
correct. Since delivering his talk on 
improved statements of condition at 
the New York State Banking Conven- 
tion, Mr. Nissley has had an interest- 
ing correspondence with bankers in 
Pennsylvania over the spelling of the 
name and the origin of the family. It 
appears that the first of the family to 
settle in Pennsylvania was one Jacob 
Nissley, who left Switzerland in 1716 
and came to Laneaster City to “live 
among the Indians.” Descendants 
of the family are still living in Switz- 
erland under the name of Niseli. 


which concern farm-lending activities 
of the Government. 

The contest has not as yet been aired 
in Congress, except through the intro- 
duction of bills designed to still fur- 
ther liberalize policies. Meanwhile, the 
bitter bankers of some of the farming 
states are threatening counteraction such 
as establishing codperative credit asso- 
ciations, to meet the policies of the 
production credit groups. Further, they 


are asking their representatives in Con- 
gress about their position. 


Little Business 


The Smalier War Plants Corporation 
is now a reality. This is the first bill 
drawn to aid smaller manufacturing 
groups which has achieved legality. The 
SWPC will provide no panacea to the 
little business interests now being 
forced to close on account of scarcity 
in raw materials and due to price con- 
trol. It will, broadly speaking, provide 
another opportunity for — survival 


through pooling of efforts in the mak- 
ing of what the British have called “bits 
and pieces.” 


Regulation V 


There is no competitive basis between 
the SWPC and Regulation V of the Fed- 
eral Reserve Board. Both, however, 
offer some aid to little business. The 
Regulation operates through banks in 
the subcontracting field, chiefly for 
going concerns able to meet Govern- 
ment requirements. The SWPC will, 
through its Government supplied capi- 
tal, provide funds so that plants may be 
converted to war work. The pooling 
of contracts can be _ accomplished 
through the Corporation. In this con- 
nection, it will be recalled, that Chester 
Davis, now president of the St. Louis 
Federal Reserve Bank, vigorously 
preached pooling of production, when 
he was a member of the Federal Reserve 
Board. He then found little Adminis- 
tration support. It is probably little 
satisfaction to him now to see the ma- 
chinery operative, but late; perhaps too 
late. 

That many banks are anxious for the 
survival of these many small concerns, 
is evident. The closing down of thou- 
sands of them threatens to have a direct 
effect on the banks which advised, and 
loaned them funds. The interest of the 
bankers in this situation has been mani- 
fest in the growing success of lending 
under Regulation V. 


THE BANKERS MAGAZINE for August, 1942 





LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitep By KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine . . August, 1852 


The Teller’s Song 
Work, work, work! 
And stand at the desk all day; 
Work, work, work! 
And bid an adieu to all play; 
Work, and be constantly driven; 
Wear the flesh from your bones and 
your face; 
The outsiders think banking is heaven, 
But it’s more like the opposite place. 


Sign, sign, sign! 
And in nervous agony writhe, 
Till you’re forced at length to resign. 
By that bony old chap with a scythe. 
Would you be a good banker? then 
work, 
And commit neither error nor fault: 
Spend your days at a desk like a clerk. 
And be laid after death in the vault. 
Hartford (Conn.) Times 


50 YEARS AGO 


The Bankers Magazine . 


Interest on Bank Deposits 


The Importers and Traders’ Bank of 
New York City has reduced the rate of 
interest on the deposits of country banks 
kept with this institution one-half of 
one per cent. More than $200,000,000 
of the deposits of the New York City 
banks are of this nature. If a higher 
rate is paid than can be earned, there is 
danger that improper risks will be taken 
in lending them, in order to escape loss. 
This is always the danger from paying 
interest on deposits, and is the princi- 
pal argument against the practice. But 
the argument is much stronger in a time 
like this, when it is very difficult to 
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August, 1892 


lend money, or at favorable rates. On 
the other hand, it is contended that in 
the past these deposits have doubtless 
yielded a very considerable profit, and, 
therefore, it is only fair for the bank 
to continue to pay on them, even if not 
much can be earned on them. Probably 
the bank has well considered all sides of 
the matter before deciding to reduce 
them; at any rate the movement is 
favored by other banks. It would be 
safer if a policy could be adopted of 
sraduating the rate, paying less in times 
like these and more when money is in 
greater demand; but competition among 
banks and similar considerations render 
the adoption of such a policy difficult. 
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The Bankers Magazine . 


The Change in Reserve Requirements 


By amendments to the Federal Re- 
serve Act, approved June 21, some im- 
portant changes were made in regard 
to the required reserves to be held by 
national banks. The most sweeping of 
these changes consists in the entire 
abolition of the requirement that a bank 
should hold any reserve in its own 
vaults. In other words. all the legal 
reserves of a bank must consist of bal- 
ances with the Federal Reserve Banks. 

The immediate explanation of this 
marked departure from our former 
banking policy is that it will release 
some $300.000.000 of gold, which can 
be used as the basis for further ex- 
pansion of credit. and it is pointed out 
that such expansion will be necessary 
to meet the extraordinary demands aris- 
ing from the war. 

Another change in regard to banking 
reserves is also to be noted, namely, the 
transfer of ell legal bank reserves from 
reserve agents to the Federal Reserve 
Banks. This. of course, is a change 
which would have been effected under 
the law any way next November. hence 
the amendments only advance the time 
of the change. making it effective from 
the middle of July. 

On time deposits all classes of banks 
are now required to hold a reserve of 
three per cent only. On other deposits 
the reserve which the law demands is 
as follows: Country banks, seven per 
cent, instead of twelve as formerly; re- 
serve city banks, ten per cent, instead of 
fifteen, and central reserve city banks. 
thirteen per cent instead of eighteen. 
These are reductions from the require- 
ments contained in the Federal Reserve 
Law as originally enacted. At first. 
under the law, the reserve against time 
deposits was five per cent, while the 
total of reserve required was twelve per 
cent for country banks, fifteen per cent 
for reserve city banks and eighteen per 
cent for central reserve city banks. Prior 
to the enactment of the Federal Reserve 
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YEARS AGO 


August, 1917 


Law, the requirements had been fifteen 
per cent for country banks and twenty- 
five per cent for other banks. The coun- 
try banks, however, were required to 
keep two-fifths of their reserves in their 
own vaults, but might deposit the other 
three-fifths with a bank in a reserve or 
central reserve city. Banks in reserve 
cities had to hold one-half of their 
twenty-five per cent reserve in their own 
vaults, but could deposit the other half 
with banks in the central reserve cities. 
The banks in the central reserve cities, 
under the old law, must keep all of their 
legal reserves in their own vaults. 

It will thus be seen that no classes of 
the national banks are any longer cus- 
todians of any part of the legal reserves 
of other banks or even of their own legal 
reserves. It is necessary to bear in mind 
this word “legal,” for many banks habi- 
tually hold reserves far in excess of 
what the law requires, and they will, 
of course, continue to do so, keeping 
these extra reserves either in their own 
vaults or with other banking correspon- 
dents as convenience may dictate. 

The ease with which banks may now 
temporarily augment their reserves by 
rediscounting with the Federal Reserve 
Banks tends to render unnecessary the 
keeping on hand of reserves as large as 
were formerly required. Furthermore, 
as the Federal Reserve Banks were 
created chiefly as reserve institutions, it 
was but natural that in the course of 
time they should become the sole cus- 
todians of the legal reserves of national 
banks. Under the pressure of circum- 
stances this development has come about 
earlier than might otherwise have been 
the case. 


© 


“Ten billion dollars worth of war 
equipment represents around five mil- 
lion man years of work. That would 
build sixteen bands of superhighway 
from coast to coast.”—Paul Garrett, 
vice-president of General Motors. 
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‘their faith in ultimate victory. 


Finaneial 
Situation 


HE military situation as of mid-July 

was less favorable to the United 

Nations than it was a month ago, 
both Russia and China showing signs 
of weakening against heavy attacks by 
their enemies. A conflict has been in 
progress for some time in Africa be- 
tween the Germans and the British. For 
awhile it looked like the advantage in 
this desert warfare was with the Ger- 
mans, but later the British made a de- 
cided stand and even drove the enemy 
back some miles. In the battle of the 
Atlantic, the German submarines con- 
tinue to exact heavy toll from the ship- 
ping of the United Nations. 

That the military situation at the 
time indicated was none too favorable 
for the United Nations was plain 
enough, though this has not diminished 
This 
belief rests largely upon the great pro- 
duction program of the United States, 


Interested in 
banking books? 


Send for our complete 
catalogue 


Bankers Publishing Co. 


465 Main Street 
CAMBRIDGE. MASS. 


SS ARLENE CATS 


Abroad... 


A Monthly Survey 


and the greater assistance to be given 
Russia when the much-talked-of western 
front becomes a reality and when more 
effective help shall be given the Chinese, 
now in the sixth year of an encounter 
with an enemy much more strongly 
equipped. 

In both Great Britain and the United 
States military outlays are calling for 
expenditures on a scale never before 
experienced in previous wars. 


—_— 


UNPROFITABLE ACCOUNTS IN 
LONDON BANKS 


Financial journals in London are now 
discussing a problem that has already 
been met and solved by many of the 
banks in the United States—the impos- 
ing of service charges on unprofitable 
accounts. While the London banks 
have been accustomed to offer a number 
of services to their depositors without 
charge, the matter uppermost in the 
present discussion appears to relate to 
the number of accounts representing in 
each case a small balance and the fre- 
quent drawing of checks for rather 
trifling amounts. There are some finan- 
cial authorities in London who declare 
outright that cases like these would be 
better handled by having coin and notes 
used instead of cash. Others question 
the relief to banking operations that 
might follow getting rid of these small 
accounts. London bankers are quite 
likely familiar with the methods by 
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which American banks have solved this 
difficulty, but it is not yet known whether 
or not they will adopt the same methods. 
VENEZUELA 

Foreign exchange made available by 
the Central Bank during the first quarter 
of 1942 totaled $18,807,000, of which 
$16,807,000 was for ordinary commer- 
cial purposes and $2,000,000 for extra- 
ordinary use. The sum allotted for 
commercial purposes is considered to 
be sufficient for present-day needs. 

Exchange acquired during the first 
quarter of 1942 totaled $22,966,000, 
compared with $23,571,000 in the same 
period of 1941.—Foreign Commerce 
W eekly. 


~ 


MEXICO 

In its Review of the Economic Situa- 
tion in Mexico, the National Bank of 
Mexico thus refers to the rise in prices 
in that country: 

“The government, and specially the 
monetary authorities have been watch- 
ing circulation, and try to maintain it 
at a rational level through familiar 
methods, so that prices do not go up 
disproportionately. They have modi- 
fied banking resources by limiting 
them. We referred to these details in 
our previous report. 

“Prices have kept on going up, which 
has caused the authorities to redouble 
their vigilance. Bankers’ meetings have 
heen held in the offices of the Bank of 
Mexico, to the end of unifying methods 
against the increase of prices. It is be- 
lieved that the codperation between the 
central and the associate banks will 
make more effective the measures in 
force. In reality, these can be supple- 
mented by minute vigilance on the part 
of trade establishments. Qualitative 
credit is not possible. It is difficult to 
find out the ultimate purpose of the 
money, no matter how sure of its orig- 
inal employment we may be. However. 
the experience of commercial banks. 
and the knowledge they have of their 
customers, allows them to exert an effec- 
tive vigilance and to help monetary 
authorities in their task. 
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“The difficulties of the loan policy are 
no secret. They constitute a grave 
dilemma for economy, for either econ- 
omy is helped or currency is favored. 
The dilemma exists, however, if radical 
measures are taken. If, as the Bank of 
Mexico thinks, this policy is elastic, and 
is sustained on the basis of the will of 
cooperation of private banks, it will be 
possible to save production without 
jeopardizing the currency.” 


—_ 


THE ARGENTINE 


Argentine exports for the first five 
months this year amounted to 2,301,121 
tons as compared with 2,686,225 tons in 
the same period last year. While there 
was thus a decline of 14.3 per cent in 
tonnage the value of exports increased 
by 21.3 per cent being 725,571,173 
pesos as against 597,931,797 pesos in 
the January-May period in 1941. The 
value of exports in May was 143,552,398 
pesos as compared with 131,998,381 
pesos in April and 149,671,890 pesos in 
May last year. 

Considering the five months’ figures 
it is notable that while the tonnage was 
the lowest recorded for the same period 
in any year within the past decade, the 
values of exports were the third highest 
in the ten years. being exceeded only in 
1937 and 1940. 

Official figures of Argentina’s foreign 
trade for the first five months this year 


show an export balance of 130,549,000 * 


pesos, as compared with an export bal- 
ance of 185.850.000 pesos for the corre- 
sponding period of 1941. 

Check clearings and tax collections 
in Argentina for the first five months 
this year showed a considerable _in- 
crease over the figures for the corre- 
sponding period of 1941. According to 
the statistical supplement of the Argen- 
tine Central Bank. check clearings to- 
taled 25.263.000,000 pesos as compared 
with 20,093.000,000 pesos for the Janu- 
ary-May period of last year. Tax col- 
lections for the five months aggregated 
446,130,000 pesos against 373,088,000 
pesos for the similar period of last year. 
Transactions on the Stock Exchange 


THE BANKERS MAGAZINE for August, 1942 





ames ef Gotan o 


VIEW OF THE RECENTLY OPENED CITY 
BRANCH OF BANCO DE CREDITO 
DEL PERU. 


This branch has been specially organized to afford an 
efficient and complete banking and exchange service 
for visitors to Peru from abroad. While the Head 
Office is situated in the financial center of the city, the 
new branch is on the Plaza San Martin in the fashion- 
able, social and shopping district of Lima. It is close 
to the city’s best hotels, near the theatres and clubs 


and the offices of the U. 
the Plaza. 


amounted to 619,825,000 pesos as com- 
pared with 447,798,000 pesos for the 
January-May period of 1941. Railway 
receipts this year were 218,392,000 
pesos, against 218.595,000 pesos for the 
first five months last year. 


_— 


INTER-AMERICAN TRADE 


A phase of international trade to 
which attention seems not to have been 
given is represented by the exchange of 
goods between the countries of Latin 
America. According to information fur- 
nished by the Argentine Information 
Bureau, New York, Argentina’s trade 
with eight of the principal South Ameri- 
can countries showed a material increase 
in the first four months of this year as 
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compared with the corresponding period 
of 1941. 

For the first four months of 1942, 
total trade with these countries amounted 
to 168,355,212 pesos, as compared with 
106,763,331 pesos for the same months 
of 1941. Imports into Argentina in the 
January-April period this year had a 
tariff value of 85,218,061 pesos and ex- 
ports to the same countries (market 
values) were worth 83,137,151 pesos. 
The corresponding figures for the first 
four months of 1941 were 51,453,441 
pesos’ worth of imports, and exports 
valued at 55,309,890 pesos. 

The eight countries included in this 
commercial interchange with Argentina 
were: Bolivia, Brazil, Columbia, Chile. 
Paraguay, Peru, Uruguay and Ven- 
ezuela. 
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The Practical Operation 
of a 
Small Bank’s Credit 


Function 


By 
JOHN WETZEL 
Comptroller, 


The Bayside National 
Bank, Bayside, N. Y. 


ERE at last is a book on bank 

credit procedure for the use of 
smaller banks. In writing it the 
author had in mind the small 
interior bank with total assets of 
from one to ten millions, employ- 
ing in its credit department a 
maximum personnel of an execu- 
tive oficer and one or two clerks. 


It is intended to be a manual of 
operations —a manual that will 
meet the restrictions of a small 
bank’s credit facilities and yet be 
consistent in its recommended 
procedure with good credit man- 
agement practices and able to 
stand the test of bad times with a 
minimum of loss. 


Send for a copy on 5 days 
approval and judge for yourself its 
every-day usefulness in your bank. 


Price $1.75 delivered 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Practical Operation of a Small 
Bank's Credit Function” by John Wet- 
zel. At the end of 5 days I will either 
remit $1.75 or return the book. 


Address 


icrctpetienisianmesmnenamenasnmunan eames a 


PURCHASING POWER 


[From the Annual Report of the Banco 
Central de la Republica, Buenos Aires] 


When agricultural producers receive 
from the state the value of grain which 
remains unexported, the purchasing 
power thus obtained is distributed 
amongst the various branches of the 
economy just as if the crops had been 
purchased for export in the ordinary 
way. The internal effects of the circu- 
lation of this purchasing power on pro- 
ductive and commercial activity and on 
imports are identical in either case. 
The money which the state hands over 
to the producer is in no way different 
from that which the grain exporter 
pays. Nevertheless, the discrepancies 
between the two procedures from the 
points of view of government finances 
and of the balance of payments and the 
monetary mechanism are easily percep- 
tible. If grain is exported normally, 
the country thereby receives the ex- 
change needed to pay for the imports 
which are originated by the circulation 
of the purchasing power put in motion 
by the exporters. But if the state pur- 
chases the crops and cannot export them 
the activity of those branches of the 
economy which are fundamentally de- 
pendent on agricultural and_ pastoral 
production—that is, practically speak- 
ing, the whole of the Argentine economy 
—is maintained as in the former case 
and the flow of imports is likewise sus- 
tained, but at no stage in this process 
is the exchange required to pay for such 
imports obtained. Herein lies the es- 
sential difference between the two 
processes. 

In the same way, when the financing 
of government expenditure, instead of 
entailing a mere transfer of purchasing 
power from the hands of the taxpayer 
or the bondholder to the vaults of the 
National Treasury, is effected by the 
creation of additional purchasing power 
through the expansion of credit, the de- 
velopment of internal activities is also 
encouraged but, at the same time, im- 
ports tend to be similarly stimulated in 
a manner identical with that described 
in regard to the second process men- 
tioned above. 
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Current Conditions in Canada 


ISCUSSING general conditions in 
Canada, the Monthly Commercial 
Letter of the Canadian Bank of 
Commerce, Toronto, for July, says: 

“Industrial activity in Canada con- 
tinues to rise, our index registering 175 
at mid-June (1937=100), compared 
with 169 at mid-May. Evidence of in- 
creasing use of installed factory ca- 
pacity is shown in the rise in the per- 
centage utilized from 116 to 118. This 
follows a period of only slight change 
during which plant extensions were only 
beginning to be fully utilized. 

“The foodstuff group was lower than 
in May or in June, 1941, but clothing 
as a whole remained the same as the 
month before, an increase in men’s 
clothing and in woolen goods offsetting 
moderate declines in other textiles and 
in footwear. Nearly every category of 
the pulp and paper group declined 
slightly. but other wood products rose, 
especially lumber. furniture and mis- 
cellaneous articles. 

“The automotive trades recorded a 
slight upturn but were still consider- 
ably below the level of a year ago. The 
heavy section of the iron and _ steel 
trades continued to rise, but the medium 
and light sections declined slightly. 

“Our wage pay roll index rose from 
187 (revised) in April to a new high 
of 196 in May (1937100), with min- 
ing the only department to register a 
decline.” 


Canadian War Economy 


In the same letter the Canadian Bank 
of Commerce discusses Canadian econ- 
omy under war stimulus as follows: 

“Two years ago Canada undertook 
her first full-scale armament program. 
She won high praise for her production 
of war materials during the conflict of 
1914-18, but the character of that war 
did not require that she furnish much 
more than large quantities of shells, 
Wearing apparel for her own armed 
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forces, certain foodstuffs and forest 
products, such as wheat and airplane 
spruce, airplanes and merchant ships. 
These contributions were perhaps the 
limits of Canadian economy as it was 
then constituted. When this war broke 
out, Canada was, however, more highly 
developed industrially and was, also, a 
major source of metallic minerals. In- 
dustrial capacity had expanded by 
about 50 per cent since 1918 and me- 
tallic mineral production had increased 
more than fivefold. 

“Canada therefore had in 1939 a 
greatly increased capacity for arma- 
ment production. It was this capacity 
which was drawn upon in the early 
stages of the present conflict to meet 
elementary needs (clothing, for exam- 
ple). of rapidly expanding armed 


BANK ACCOUNTING AND 
AUDIT CONTROL 


By 
JAMES E. POTTS 


Auditor, First National Bank, Boston 


This book is a study of accounting 
and audit control as applied to bank- 
ing. It starts with a typical state- 


ment of a large bank. This is broken 
down into a more detailed list of ac- 
then 
traced back to the transactions which 
gave rise to it. In doing so the ac- 


counts and each account is 


counting procedure involved is studied 
and also 
which may be applicable in each case. 
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forces, and to provide large quantities 
of raw materials, notably non-ferrous 
base metals, to Britain and France. But 
it was not until the spring of 1940 that 
plans were made for production of a 
complete range of equipment. How 
quickly the plans for complete arma- 
ment were put into effect may be judged 
by the fact that war expenditures (the 
most comprehensive measure of prog- 
ress in an armament program) in May, 
1940, were more than double those of 
the preceding month and rose in June 
by 66 per cent over May. In the twelve 
months ended April, 1941, total war 
expenditures were $817,000,000, mainly 
for organization and new plant and 
military camp construction, as well as 
the training and maintenance of the 
armed forces. In the following twelve- 
month expenditures rose to $1,447,000,- 


A book that provides in one volume 
a Complete Banking Library 


GLENN G. MUNN’S 


ENCYCLOPEDIA 


of Banking and Finance 


An indispensable work of reference for the banker, 
broker, business man or student 





ERE is a book that contains 865 

pages and over 3500 terms relating 
to money, credit, banking practice, 
history, law, accounting and organiza- 
tion, foreign exchange, trusts invest- 
ments, speculation, markets and broker- 
age. 
With this convenient volume on your 
desk you are in a position to answer 
any question which may arise pertain- 
ing in any way to banking, investment 
or finance. All market terms and 
operations are carefully described. 

An important feature is the bibli- 
ography given at the end of each term, 
referring the reader to sources of addi- 
tional information on any subject in 
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000, including disbursements for a quite 
large and varied quantity of finished 
combat equipment. In the first month 
of the third year of this program, May, 
1942, the expenditures rose to a record 
of nearly $205,000,000 (excluding aid 
to Britain of $140,000,000), more than 
double those of the like month of last 
year and exceeding those of April, 1942, 
by over 40 per cent, an increase repre- 
sented largely by new and more varied 
equipment, for about 90 per cent of the 
number of new plant projects under the 
Government’s aegis was completed at a 
cost of over $400,000,000. It should 
be noted, however, that this armament 
program is not static, either in respect 
of facilities or types of equipment, for 
the ever-changing character of the war 
requires constant revisions, usually up- 
ward, in plans for plant and production. 
The present schedule calls for a pro- 
duction in the government’s fiscal year 
ending March next about twice as great 
as that in the preceding twelvemonth, 
from further construction and conver- 
sion of civilian industries to war work. 
The cost of this greatly expanded pro- 
gram is expected be at least $2.200.- 
000.000, excluding aid to Britain of 
$1.000,000,000 or more.” 


Bank of Montreal 


The Business Summary of the Bank 
of Montreal, dated July 22, 1942, com- 
ments as follows on current conditions 
in Canada: 


“Gains in production for war pur- 
poses, with increasing restriction upon 
non-essential production, have featured 
the course of business during the past 
month. The total value of war con- 
tracts placed in Canada has now reached 
the $5,000,000.000 mark; of this total, 
roughly $2,454,000,000 has been on 
Canadian account, $2,046,000,00 on 
British account and $377,000,000 on 
joint account. The allocation of the 
expenditures on Canadian account in- 
cludes: ships, $437,000,000; planes, 
$420.000.000: automotive military 
equipment, $228,000,000; construction, 
$224.000,000; ordnance, $211,000.000: 
and clothing, $160,000,000. 
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“Meanwhile co-ordination of the in- 
dustrial war programs of the United 
States and Canada has been brought 
nearer completion as the result of a 
decision that after July 31 all prime 
contractors or users of raw metals in 
Canada must conform to the United 
States Production Requirements Plan 
and to the Allocation Classification Sys- 
tem which is a part of it. The basic 
object of the new program is to control 
effectively, on the whole North Ameri- 
can Continent, the supplies of raw met- 
als essential for the production of mu- 
nitions and to allocate the supplies 
available among the prime contractors 
and other users. The system is manda- 
tory for all manufacturers who use 
$5,000 worth of raw metals quarterly, 
and it is expected to have far-reaching 
consequences for the better integration 
of the supply programs of the fighting 
services, but it will also lead to further 
curtailments of civilian industry and 
to limitations upon the construction of 
new war plants. 

“The Minister of Munitions and Sup- 
ply has announced that, in respect to 
raw materials from the United States, 
factories turning out civilian articles 
will be allowed only whatever surplus 
is available after war industries have 
received needed supplies. In the Allo- 
cation Classification System, put into 
effect as of July 10, the classification of 
all businesses other than that of retail- 
ers is called for, symbols being allotted 
to each for use in all purchase orders. 
Every purchaser of any kind of goods 
or commodity valued at $15 or more is 
required to indicate the correct symbol 
on purchase orders or contracts placed 
after Julv 10 and on all contracts or 
orders, whenever placed. calling for de- 
livery after July 31. the retailer and 
persons buying from a retailer being 
the only exceptions. For the purpose 
of the order, industrial and mill sup- 
pliers. warehouses, and other businesses 
performing similar functions for indus- 


try are excluded from the retail cate- 
gory. 


“The question of man power has also 
been engaging attention. The Director 
of National Selective Service has pre- 


dicted the closing down of some non- 
essential industries in order that more 
labor may be freed for the manufacture 
of war materials. The reserves of nor- 
mal labor are virtually exhausted, as 
out of the total of 80,000 unemployed 
males between the ages of 16 and 69, 
disclosed by the recent registration of 
unemployed, 25 per cent are totally un- 
employable and but few of the re- 
mainder can be employed in the high- 
speed production ruling in most of the 
war plants. Hereafter, each case of 
employment is to be considered on its 
merits before any person is allowed to 
take a job or any employer permitted 
to engage a worker. It is officially esti- 
mated that during the last five months 
of 1942, Canada must, to carry out the 
commitments of her war program, re- 
cruit an additional 250,000 persons for 
the fighting forces and war industries. 
Of these, 50,000 volunteers are needed 
for the Canadian active service forces, 
15,000 women for the auxiliary services 
and 125,000 draftees are to be called 
up and 60,000 workers must be secured 
for war industries. The call-up of 25,- 
000 draftees per month will undoubt- 
edly intensify the difficulties of main- 
taining an adequate supply of labor for 
manufacturing industry and agriculture, 
and it is inevitable that women, both 
married and single, will be called upon 
to undertake industrial work in increas- 
ing numbers. Among the measures to 
be undertaken is an effort to avail of 
what is considered a major source of 
additional man power by reducing ab- 
senteeism, said to average from 15 per 
cent to 25 per cent in some plants.” 


Royal Bank of Canada 


The Monthly Letter of the Royal Bank 
of Canada, Montreal, is devoted to a 
consideration of dehydrated food. Con- 
cerning the dehydration of vegetables 
and fruits, the letter says: 

“During the last few months the Ca- 
nadian government has been actively 
encouraging experimental work in the 
dehydration of vegetables. It is only 
fair to say that this work is backed by 
a larger basis of research than exists in 
most countries. For nearly twenty 
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years, that is, since the formation of 
the “Dehydration Committee” by the 
Department of Agriculture in 1923, ex- 
periments have been carried on to de- 
termine the best methods of dehydrat- 
ing Canadian apples and the experience 
gained is now being applied to the de- 
hydration of vegetables. One point 
which has been emphasized consistently 
throughout the work of the Committee 
is that high quality and fine flavor are 
essential for fruit or vegetables to be 
processed. 

“During the past winter the Canadian 
government was informed that the Brit- 
ish government was interested in dehy- 
drated vegetables to an amount of ap- 
proximately 1,000 tons. While the Ca- 
nadian industry was not equipped to 
handle on short notice such a large or- 
der, immediate steps were taken in the 
establishment of test plants and the 
speeding up of experimentation. At 
that time representatives from the 
United Kingdom pointed out that no 
commercial ‘samples of dehydrated veg- 
etables from any country had been con- 
sidered entirely satisfactory from the 
point of view of nutrition. The Ca- 
nadian tests indicate that dehydrated 
vegetables can be of fine flavor and re- 
tain from 50 to 75 per cent of the origi- 
nal vitamin content. Five experimen- 
tal dehydration plants have been oper- 
ating for some months, processing po- 


tatoes, carrots, turnips and cabbages 
from the 1941 crop. These are being 
held as a reserve supply for the Ca- 
nadian Army. On the basis of these re- 
sults, Canada should be able to supply 
large quantities of high-quality dehy- 
drated vegetables. 

“The actual methods of dehydration 
employed vary according to the prod- 
uct. The simplest is that applied to the 
drying of fruits. Many of these, such 
as dates, figs, raisins are dried in the 
whole state: others, apricots for ex- 
ample, are halved and pitted, while 
apples should be peeled. cored and 
sliced. Cut fruits, such as apricots and 
apples, are treated with sulphur dioxide, 
which acts as a sterilizer and prevents 
discolorization. Such fruits must be 
cooked before using in order to drive 
off the sulphur, but other dried fruits 
can be used without soaking or cook- 
ing. The moisture is removed by 
natural drying i in the sun or by artificial 
evaporation.” 


War Platform 


The Financial Post has announced its 
“platform for the war” as follows: 

“1. Effective mobilization of all re- 
sources, materials, productive capacity 
and manpower, without reservation, for 
an all-out war effort. 

*2. A national cabinet, . representa- 
tive of all loyal groups, and consisting 
of Canada’s ablest brains. 

*3. An inner war cabinet, free from 
departmental duties, to plan the nation’s 
war effort and to see that the plans are 
carried out. 

“4. A non-political industrial execu- 
tive to organize and direct procurement 
of war supply. 

“5. Pay-as-we-go policy, 
limit consistent with an 
effort, to avert inflation. 

“6. Elimination of wasteful spending 
by public bodies or private individuals. 

“7. A national program to deal with 
postwar employment and relief prob- 
lems.” 


to the very 
all-out war 


THE BANKERS MAGAZINE for August, 1942 





BOOKS for 
BANKERS 


Brief Reviews 


THe Stone THaT BurNs—THE STORY 
OF THE AMERICAN SULPHUR INDUs- 
TRY. By Williams Haynes. New 
York: Van Nostrand. 1942. Pp. 
345. $3.75. 

At the turn of the last century, virtu- 

ally our entire supply of sulphur came 

from Europe. Today we are fighting 

a great war with ample supplies of sul- 

phur for all possible needs. In this 

book, Mr. Haynes tells how this was 
accomplished—a_ characteristic tale of 

American courage, tenacity, and earned 

achievement. 

This book tells a thrilling and little- 
known story of American courage and 
perseverance through long years of frus- 
tration and defeat—culminating in a 
brilliant success earned by American in- 
genuity that helped win for us our 
chemical independence — by making 
available within our borders an im- 
mense supply of the basic chemical raw 
material—essential in war and peace. 

“Here in the United States.” writes 
the author, “we consume each year close 
to 2,000,000 tons of sulphur: thirty 
pounds plus for every man, woman and 
child: twice as much as we use of cop- 
per: three times as much as of rubber: 
five times as of tobacco; thirty times as 
of nickel. Hardly a pound of that vast 
tonnage is imported. Indeed, we sup- 
ply most of the rest of the world with 
most of their sulphur supplies. Like 
coal and iron and petroleum, sulphur 
is one of the essential materials of our 
modern civilization which we may be 
thankful is not in the United States a 
critical material. 
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“Yet most Americans know little 
about this vital mineral. They know 
even less about the ingenious American 
process that melts sulphur a thousand 
feet underground and pumps it to the 
surface; a process that broke an ancient 
world-wide monopoly quite as impor- 
tant, though less publicized, than 
Chile’s monopoly of nitrates or Japan’s 
of camphor; a process that gave us 
new industries, that is vital to our chem- 
ical independence, that has created 
nearly a billion dollars of new wealth 
for the American people and brought 
to our use more than fifty million tons 
of sulphur which, save for this clever 
invention, would have been locked, use- 
less, deep in the earth.” 

The book is generously illustrated 
and contains a number of statistical 
tables. 


Cost AccounTinG FoR War Propwc- 
TION. By W. B. Lawrence. New 
York: Prentice-Hall. 1942. Pp. 
350. $4.65. 


For men and women requiring practi- 
cal training in cost accounting in the 
shortest possible time consistent with 
a thorough and comprehensive treat- 
ment of the subject this book was de- 
signed. Every effort has been made to 
concentrate on the “how.” “what,” and 
“why.” with theoretical discussions re- 
duced to a minimum. 

The book contains sixteen chapters 
and an appendix. The first two chap- 
ters deal with the fundamentals upon 
which cost accounting is built. Eight 
chapters deal with essentials of specific 
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years, that is, since the formation of 
the “Dehydration Committee” by the 
Department of Agriculture in 1923, ex- 
periments have been carried on to de- 
termine the best methods of dehydrat- 
ing Canadian apples and the experience 
gained is now being applied to the de- 
hydration of vegetables. One point 
which has been emphasized consistently 
throughout the work of the Committee 
is that high quality and fine flavor are 
essential for fruit or vegetables to be 
processed. 

“During the past winter the Canadian 
government was informed that the Brit- 
ish government was interested in dehy- 
drated vegetables to an amount of ap- 
proximately 1,000 tons. While the Ca- 
nadian industry was not equipped to 
handle on short notice such a large or- 
der, immediate steps were taken in the 
establishment of test plants and the 
speeding up of experimentation. At 
that time representatives from the 
United Kingdom pointed out that no 
commercial samples of dehydrated veg- 
etables from any country had been con- 
sidered entirely satisfactory from the 
point of view of nutrition. The Ca- 
nadian tests indicate that dehydrated 
vegetables can be cf fine flavor and re- 
tain from 50 to 75 per cent of the origi- 
nal vitamin content. Five experimen- 
tal dehydration plants have been oper- 
ating for some months, processing po- 


tatoes, carrots, turnips and cabbages 
from the 1941 crop. These are being 
held as a reserve supply for the Ca- 
nadian Army. On the basis of these re- 
sults, Canada should be able to supply 
large quantities of high-quality dehy- 
drated vegetables. 

“The actual methods of dehydration 
employed vary according to the prod- 
uct. The simplest is that applied to the 
drying of fruits. Many of these, such 
as dates, figs, raisins are dried in the 
whole state: others. apricots for ex- 
ample, are halved and pitted, while 
apples should be peeled. cored and 
sliced. Cut fruits, such as apricots and 
apples, are treated with sulphur dioxide, 
which acts as a sterilizer and prevents 
discolorization. Such fruits must be 
cooked before using in order to drive 
off the sulphur, but other dried fruits 
can be used without soaking or cook- 
ing. The moisture is removed by 
natural dryi ing in the sun or by artificial 
evaporation.” 


War Platform 


The Financial Post has announced its 
“platform for the war” as follows: 

“1. Effective mobilization of all re- 
sources, materials, productive capacity 
and manpower, without reservation, for 
an all-out war effort. 

*2. A national cabinet, . representa- 
tive of all loyal groups, and consisting 
of Canada’s ablest brains. 

*3. An inner war cabinet, free from 
departmental duties. to plan the nation’s 
war effort and to see that the plans are 
carried out. 

“4. A non-political industrial execu- 
tive to organize and direct procurement 
of war supply. 

“5. Pay-as-we-go policy, 
limit consistent with an 
effort, to avert inflation. 

“6, Elimination of wasteful spending 
by public bodies or private individuals. 

“7. A national program to deal with 
postwar employment and relief prob- 
lems.” 


to the very 
all-out war 


THE BANKERS MAGAZINE for August, 1942 





BOOKS for 


THE Stone THaT BurNs—THE StToRY 
OF THE AMERICAN SULPHUR INDUs- 
try. By Williams Haynes. New 
York: Van Nostrand. 1942. Pp. 
345. $3.75. 

At the turn of the last century, virtu- 

ally our entire supply of sulphur came 

from Europe. Today we are fighting 

a great war with ample supplies of sul- 

phur for all possible needs. In this 

book, Mr. Haynes tells how this was 
accomplished—a_ characteristic tale of 

American courage, tenacity, and earned 

achievement. 

This book tells a thrilling and little- 
known story of American courage and 
perseverance through long years of frus- 
tration and defeat—culminating in a 
brilliant success earned by American in- 
genuity that helped win for us our 
chemical independence —by making 
available within our borders an im- 
mense supply of the basic chemical raw 
material—essential in war and peace. 

“Here in the United States.” writes 
the author, “we consume each year close 
to 2.000.000 tons of sulphur: thirty 
pounds plus for every man, woman and 
child: twice as much as we use of cop- 
per: three times as much as of rubber; 
five times as of tobacco; thirty times as 
of nickel. Hardly a pound of that vast 
tonnage is imported. Indeed, we sup- 
ply most of the rest of the world with 
most of their sulphur supplies. Like 
coal and iron and petroleum, sulphur 
is one of the essential materials of our 
modern civilization which we may be 
thankful is not in the United States a 
critical material. 
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“Yet most Americans know little 
about this vital mineral. They know 
even less about the ingenious American 
process that melts sulphur a thousand 
feet underground and pumps it to the 
surface; a process that broke an ancient 
world-wide monopoly quite as impor- 
tant, though less publicized, than 
Chile’s monopoly of nitrates or Japan’s 
of camphor; a process that gave us 
new industries, that is vital to our chem- 
ical independence, that has created 
nearly a billion dollars of new wealth 
for the American people and brought 
to our use more than fifty million tons 
of sulphur which, save for this clever 
invention, would have been locked, use- 
less, deep in the earth.” 

The book is generously illustrated 
and contains a number of statistical 
tables. 


Cost AccounTING FoR War Propuc- 
TION. By W. B. Lawrence. New 
York: Prentice-Hall. 1942. Pp. 
350. $4.65. 

FoR men and women requiring practi- 

cal training in cost accounting in the 

shortest possible time consistent with 

a thorough and comprehensive treat- 

ment of the subject this book was de- 

signed. Every effort has been made to 
concentrate on the “how.” “what,” and 

“why,” with theoretical discussions re- 

duced to a minimum. 

The book contains sixteen chapters 
and an appendix. The first two chap- 
ters deal with the fundamentals upon 
which cost accounting is built. Eight 
chapters deal with essentials of specific 
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order, or job order, cost accounting. 
Two chapters deal with closing entries 
and the preparation of analytical finan- 
cial statements. These are followed by 
two chapters on continuous process cost 
accounting, including the problems of 
beginning and ending inventories of 
unfinished work. The two final chap- 
ters discuss the use of standard costs for 
managerial control purposes and the 
incorporation of standard costs in the 
accounts. The appendix is a reprint of 
Treasury Decision 5000 which, in the 
opinion of experts, gives the student the 
best general understanding of govern- 
mental attitudes on the various subjects 
of costs and cost accounting. 


THE SOUTHERN BANKERS DIRECTORY. 
1942 Edition. Atlanta, Ga.: South- 
ern Banker Publishing Company. 


Pp. 652. $3.00. 
THE Southern Banker has published 


another edition of its useful directory 
of the Southern banks. It contains a 
complete alphabetical list of the com- 
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mercial banks in Alabama, Arkansas, 
District of Columbia, Florida, Georgia, 
Kentucky, Louisiana, Maryland, Missis. 
sippi, North Carolina, South Carolina, 
Tennessee, Virginia and West Virginia. 
For each bank is given the date of 
establishment, principal officers, princi- 
pal figures from current statement and 
list of principal correspondents. Popu- 
lation figures and county are given for 
each town listed. 
The volume is 
being 314x614. 


convenient in_ size, 


PERSONAL FINANCE AND MANAGEMENT 
FOR THE ARMY OFFICER. By Charles 
R. Hutchison. New York: Appleton- 
Century. 1942. Pp. 185. $1.50. 


“Tn time of war,” says the author, “com- 
missioned officers of the United States 
Army, regardless of rank or experience, 
are faced with extraordinary problems 
in the management of their personal 
affairs.” This book has been written to 
aid the army officer (particularly the 
junior officer—second lieutenant to 


colonel) to solve these financial prob- 


lems wisely and well. 

In concise, helpful detail, Lieutenant- 
Colonel Hutchison discusses service ob- 
ligations such as the purchase of uni- 
forms and equipment, and army pay 
and allowances. He then supplies help- 
ful information (which the officer can 
work out with his family) on control- 
ling household expenditures, wise 
spending, using a bank account. credit, 
insurance (both general and Govern- 
ment), savings and investments, main- 
taining a home, owning a car, and 
taxes. Final chapters go into the rights 
of personnel of the army and their *de- 
pendents in the event of death or dis- 
ability. 

The author is a graduate of West 
Point and taught at the Academy for 
several years as Assistant Professor in 
the Department of Economics and Gov- 
ernment. His book is the only one of 
its kind for army officers. It should be 
welcomed by the thousands of new army 
officers, as well as their families, who 
must adjust themselves to a new in- 
come and new financial problems. 
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BOOKLETS 


VITAMINS FOR HEALTH. By Henry Bor- 
sook and William Huse. New York: 
Public Affairs Committee, Inc., 30 
Rockefeller Plaza. 1942. 10 cents. 


SYNTHETIC vitamins are now being pro- 
duced in quantity so cheaply that all 
the necessary vitamins could be added 
to a few basic foods in sufficient quan- 
tities not only to banish deficiency dis- 
eases but to assure to every individual 
the best health that is possible for him. 

This pamphlet poinis out that en- 
riched flour, with the vitamins B-1 con- 
tent of the original whole grain, is al- 
ready being used widely as a result of 
the recommendation of the Food and 
Nutrition Board of the National Re- 
search Council. Although commending 
this forward step, Dr. Borsook and his 
colleague would raise the vitamin B-1 
content to a point where the average 
person’s daily requirements would be 
fully met. “And if enrichment of flour 
with vitamin B-1 is desirable, why not 
with vitamin B-2?” ask the authors, 
particularly since “there is a wide- 
spread mild deficiency of this vitamin 


in the United States. . . . Sugar and 
milk might be similarly enriched with 
benefit to the whole nation.” 

Mr. Borsook and Mr. Huse, in this 
pamphlet, discuss the three possible 
methods of vitamin intake: g¢arefully 


planned diets; scientifically fortified 
foods; and the prescription of synthet- 
ics and concentrates. They tell what 
each vitamin does; how much of the vit- 
amin is needed; and what foods to eat 
to be sure of getting an adequate 
supply. 

Sample menus are given of “good 
meals that are not so good” in order to 
show how easy it is to be deceived in 
planning meals, and a graphic chart of 
representative foods is included which 
shows the housewife from what source 
to get her vitamins. 

A word of caution is added for those 
who eat most of their meals in restau- 
rants or wherever the food is kept warm 
for hours on steam tables. “Under 
these conditions,” it is pointed out, “a 
large proportion of the vitamin con- 
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tent of both meat and vegetables is lost. 
Those who obtain their meals in such 
places are exposed to the danger of 
vitamin deficiencies.” 

Two rules are given to guide the pro- 
spective buyer of vitamin supplements: 

“No vitamin concentrate and no food 
fortified with vitamins should be bought 
unless the potency is stated in terms of 
units of weight in a given volume— 
cubic centimeter, ounce, pounds, etc.— 
or per tablet.” 

And, “Calculate how many units of 
each vitamin you are getting, and then 
determine whether the aggregate price 
is higher than you would have to pay 
buying each separately.” 


Witt Evectric Power Be a Bortte- 
NECK? By Louis Marlio. Washing- 
ton, D. C.: Brookings Institution. 
1942. 50 cents. 

As the war production accelerates there 
will be a vast increase in the demand 
for electric power. Unless this demand 
can be met, the schedule of war pro- 
duction cannot be carried out, no mat- 
ter how weil conceived it may be in 
other respects. 

This analysis of the American elec- 
tric power situation was undertaken by 
the Brookings Institution at the request 
of the War Department. The author is 
a leading French economist and indus- 
trialist. He is a member of the French 
Academy and author of a number of 
economic works. The author concludes 
“that the deficiency in electric energy 
will be considerable and that it will be 
possible to overcome it only at the cost 
of immense technical effort and with 
the collaboration of the Government, of 
the various industries, and of the popu- 
lation.” 


Wuere Are WE Gotnc? Cambridge, 
Mass.: American Institute for Eco- 
nomic Research. 1942. Pp. 16. $1. 

In the first place, this Special Bulletin 

assumes that “we are going to win the 

war.” This assumption is based in 
large part on economic considerations 
and on facts already available proving 
the superiority of the competitive-enter- 
prise system over the industrialized- 
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originators of 


HE Personal Loan Department has far 

greater possibilities than have hitherto 

been realized. Mr. Doan and Mr. Foley 
recognize the human features of this department 
in its possibilities for service te the worthwhile 
citizens of the community but they have gone 
further in their investigation of the country’s 
successful Small Loan Departments to answer 
the questions: How May Profits Be Increased? 
How May Services Be Broadened? How May 
Its Facilities Be Extended to Serve Business 
Firms as Well as the Individual? 


Besides these questions the authors as 
the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 


delinquent accounts. 
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davery system that Hitler has estab- 
lished in Europe. “We are convinced,” 
state the authors, “that the industrial 
strength of the United States, even 
though it be hampered by past abuses, 
present capital-labor bickering, and 
more red-tape controls applied by the 
Government, will provide the sinews 
of war.” 

There is much talk of the trend 
towards socialism, and many fear that 
war-time controls will hasten that trend. 
The danger of inflation is obvious, and 
the wise are asking how serious it is 
and to what extent the apparently inevi- 
table inflation will go. Finally, there 
is the specter of a post-war depression, 
so generally feared during the period 
of necessary readjustment to a peace- 
time world. 

Fortunately, the economic trends that 
will largely determine future events are 
already apparent. These trends are not 
something new in the world; they have 
all occurred before, and their effects 
can be analyzed. This is the purpose 
of this bulletin. 


AREAS OF APPLICABILITY OF Low-PRICE 
Poticy. By Edwin G. Nourse. Wash- 
ington, D. C.: Brookings Institution. 
1942. Pp. 51. 25 cents. 

THE author’s forthcoming book, “Price- 

Making in a Democracy,” is being dis- 

tributed chapter by chapter by the 

Brookings Institution in pamphlet form. 

The present pamphlet constitutes Chap- 

ter VI of the book. 


Directory oF New Jersey Banks 1804- 
1942. Compiled by William H. Dil- 
listin. Published by the New Jersey 
Bankers Association, Armitt H. Coate, 
Secretary, Moorestown, N. J. 

In addition to the active banks, the ori- 

gin and subsequent changes of all New 

Jersey banks since 1804 are included 

in this directory. It contains a list of 

the banks of New Jersey arranged al- 
phabetically according to location and 
and another list arranged alphabetically 
by name. 

The compiler, William H. Dillistin, 
of Paterson. N. J., has done consider- 
able research into the history of bank- 
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ing in New Jersey and is well qualified 
to compile a directory of this sort. He 
was a state bank examiner in New Jer- 
sey for five years, served as a national 
bank examiner in the metropolitan dis- 
trict for three years, and has for more 
than twenty years been associated with 
the Federal Reserve Bank of New York. 
where he now occupies the position of 
general auditor. 


Wuat’s Happeninc To Our ConsTITUu- 
TION? By Robert E. Cushman. New 
York: Public Affairs Committee, Inc.. 
30 Rockefeller Plaza. 1942. 10 
cents. 

THE Constitution of the United States is 

able to meet the problems of modern 

life because the Supreme Court is using 
modern methods in making its deci- 
sions. This is “judicial statesmanship 
of the highest order,” declares Robert 

FE. Cushman, professor of government 

at Cornell University. in this new pam- 

phlet. 

The changed outlook of the court is 
not the result of the whims of new and 
younger judges, writes Professor Cush- 
man. We must remember that the Na- 
tional Labor Relations Act and the So- 
cial Security Act were upheld before 
any Roosevelt appointee sat on the 
Court. “This revolution in the Court’s 
method of work has come as a result 
of the application of a philosophy which 
runs back over forty years and is most 
closely associated with the names of 
Holmes and Brandeis.” 

With sound legal knowledge to sup- 
port his views, Cushman traces the de- 
velopment of the important theories 
practiced by these jurists. 

At one time the judicial process was 
governed by a mechanical “slot-ma- 
chine” theory. It was generally held 
that the court’s task was to apply never- 
changing rules to each case, as if all 
they had to do was to put the facts of a 
case in a slot on top and draw out the 
correct decision below. This view has 
gradually given way to the new idea 
that social conditions may be an im- 
portant factor in determining a law’s 
constitutionality. This new idea was 
first presented in the famous “Brandeis 
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SAFE DEPOSIT OPERATION 
AND MANAGEMENT 


A Symposium of the Best Methods 
and Policies, written by Specialists 
of Experience and Reputation 
This book is a symposium on the 
best methods and policies employed 
by the best managed safe deposit 
departments. It aims to present, 


first, the historical background of 
the safe deposit department, with 
its development in this and other 
countries; second, the construction 


of safe deposit vaults; third, the 
organization of the department, the 
selection of a manager, and the 
manner in which the vaults should 
be managed. 
Price $2.50 
BANKERS PUBLISHING CO. 

465 Main St. Cambridge, Mass. 


brief” of 1908, in support of Oregon’s 
ten-hour law for women. which con- 
tained only two pages of legal argu- 
ment and a hundred pages of expert 
opinion on the bad effects of overwork 
on women, 

This type of argument made _ the 
methods of the Supreme Court more 
flexible. The Court still find it “desir- 
able to follow precedent when the situ- 
ation in which a rule is to be applied 
is like the old one in which the rule 
developed,” but there is no longer a 
slavish bowing to earlier decisions. 

It was Justice Holmes who first ap- 
plied. especially to social legislation. 
the theory that “the legislature should 
enjoy a large freedom to make mistakes 
of policy and judgment” and that “the 
courts should step in only when uncon- 
stitutionality is abundantly clear.” The 
Supreme Court has been won over to 
this view by degrees. 

Professor Cushman reviews in de- 
tail how states’ rights gave way to a 
strong central government—how the 
Federal power over interstate commerce 
has heen extended to include practi- 
cally all of the nation’s business—how 
there has been a growth of Federal po- 
lice power to protect the nation’s social 
welfare. 
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In summarizing, the author declares 
that “we need not feel that these con- 
stitutional changes, startling as some of 
them may seem, reflect disloyalty to the 
founding fathers. . . . They would be 
the first to scorn the constitutional an- 
cestor worship which would deny to the 
dynamic constitutional system created 
in 1789 the vitality and flexibility neces. 
sary to make it an adequate basis for 
efficient twentieth-century government.” 


PROCEDURES FOR CONDUCTING Loca. 
WarTIME Business Ciinics. Wash- 
ington, D. C.: United States Depart. 
ment of Commerce, Bureau of For- 
eign and Domestic Commerce. 1942. 
Pp. 8. 

A WAR-TIME business clinic is a device 

for bringing together business people 

interested in common problems created 
by our all-out war effort. The purpose 
of the clinic is to help businessmen 
work out for their own firms the best 
possible adjustments to war-time busi- 
ness conditions. To do this, a clinic 
offers two things: First, accurate infor- 
mation about the new conditions, and 
second, an exchange of ideas about best 
ways of meeting these conditions. Defi- 
nite recommendations or action should 
result from these meetings. 

The present pamphlet is a_ useful 
manual on how to organize and con- 
duct such clinics. 


Farty Business CoLLEGE Bank Notes 
By John A. Muscalus. Published by 
the author, 717 W. Marshall Street, 
Norristown, Pa. 1942. Pp. 12. 50 


cents. 


THE purpose of this publication is to list 
and describe bank notes, currency or 
paper money used by early business 
colleges in the United States and Can- 
ada. The notes described are classified 
into the following groups: (a) Notes 
issued by specific business colleges in 
the United States; (b) notes of which 
the city of the business college is not 
definitely identified; (c) notes issued 
for use by business colleges or commer- 
cial schools in general; (d) Canadian 
business college bank notes. 
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High Wage and Salary Payments 
in 1941 


The Conference Board, 


NCOME received by individuals in 

the form of salary and wage pay- 

ments in 1941 were $12 billion 
greater than in the previous year. Divi- 
dend and interest payments were $2.5 
billion less than in 1929 and only $431 
billion greater than in 1940. 

This tentatively places total realized 
national income in 1941 at $90 bil- 
lion, or fully $10 billion more than the 
income distributed in 1929, the previ- 
ous peak year of The Conference 
Board’s long-term series. 

Dividend recipients in previous boom 
years have improved their position rela- 
tive to aggregate payments to individu- 
als. Their share of income last year, 
however, was about as low as at the 
In 1940 and 
1941 they received 5.4 per cent and 
4.8 per cent respectively of such pay- 
ments. This contrasts sharply with the 
course of dividend payments during 
1916 and 1917 when they accounted for 
fully 8 per cent of total realized na- 
tional income. In the late twenties and 
in 1937, dividend payments again ac- 
counted for from 6 per cent to 8 per 
cent. The lowered level of dividend 
payments recorded during the first half 
of this year, coupled with the succes- 


trough of the depression. 


‘“‘The income derived from 
Government was fully twice as 
great as in 1929 and more than 
twice the annual amounts paid 
out during World War I. At 
the height of World War I, only 
$1 of every $10 of individual in- 
come was derived from Govern- 
ment payments. This compares 
with about $1 of every $6 at the 
time of our entrance into World 
War II.’’ 


National Industrial Conference Board, Ine., 


New York city 
sively higher rate of business taxation 
in prospect, make it likely that the pro- 
portion of income received in dividends 
will continue downward for the dura- 
tion. 

Salary and wage payments alone in 
1941 constituted 67.5 per cent of the 
dispersed national income, as against 
64.9 per cent in 1940. This percentage 
has risen steadily from its low point of 
59.1 per cent in 1936. A similar gain 
in the proportion of national income 
flowing to salaries and wages developed 
during World War I. At the outbreak 
of that war this division of the 
tional income accounted for slightly less 
than 60 per cent. By 1920, salaries 
and wages constituted almost two-thirds 
of all income payments. 

Another feature of the 1941 picture 
was the enlarged flow of income from 
Government. 

The income derived from Govern- 
ment was fully twice as great as in 1929 
and more than twice the annual amounts 
paid out during World War I. At 
the height of World War I, only $1 of 
every $10 of individual income was de- 
rived from Government payments. [his 
compares with about $1 of every $6 at 
the time of our entrance into World 
War II. 

Before the extension of governmental 
functions during the depressed thirties, 
the principal gains in the relative im- 
portance of Government income devel- 
oped during war years. From 1859 to 
1869, the Civil War decade, income de- 
rived from Government rose from 2.3 
per cent to 4.2 per cent. but increased 
slowly thereafter. In 1899 it moved 
up to 6.5 per cent, and its next major 
gain occurred in World War I. Never 
in the interim periods did income origi- 
nating from Government recede to its 
pre-war levels. 
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Banks Must Lift Wages to Meet 
Living Costs 


Virginta Bankers 


OSS of a large number of employes 
. of Virginia banks to other indus- 
tries, in addition to those taken by 
the armed services and defense activi- 
ties, indicates that industry is willing to 
pay higher salaries, and that banks must 
give thought to increased compensation 
in the form of wage and living cost 
adjustments or suffer further increased 
personnel turnover as this trend is 
accelerated. 

It is surprising that few banks have 
taken steps to meet the higher cost of 
living. pay rolls per employe having 
shown relatively little change during 
the past 12 months. Banks cannot 
hope to compete with industry unless 
consideration is given to this phase of 
the proble m. They should also stress 
to their personnel the security of bank 
employment in comparison with tem- 
porary employment at higher wages in 
other fields. 

It was found that in the 12 months 
ended March 31. 1942, the 257 banks 
which responded to a questionnaire lost 
in the aggregate 545 employes. or 19.3 
per cent, of their personnel as of the 
beginning of the period. Of this num- 
ber. 153 were lost to the armed serv- 
ices, 87 to defense activities, while 305. 
or 56 per cent, were lost to other 
fields. It is somewhat surprising that 
less than 50 per cent of those leaving 
the banks went directly into the armed 
services and to defense activities. 
Those lost to other fields undoubtedly, 
in many instances, were replacements 
to other industries of personnel which 
had gone into those activities. 


Replacements Largely Women 


The principal sources of replacements 
and additions have been other busi- 
nesses (37.7 per cent) and high schools 
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(31.1 per cent), the total new employes 
reported numbering 759, of whom 65.5 
per cent were women. With those 
banks having more than $3,000,000 of 
deposits showing the largest percent- 
age turnover and with the larger num- 
ber of workers entering bank employ- 
ment from other businesses, it is evi- 
dent that the banks are absorbing many 
who have become idle as a result of the 
dislocation of employment in fields cur- 
tailed by priorities and the effects of 
the war. 

During the period covered by the 
survey the banks showed a net reduc- 
tion of 105 men employed, or 6 per 
cent, while the number of women was 
increased by 319, or 34 per cent, for 
an over-all increase of approximately 
8 per cent. The larger banks, of 
course, had the greatest percentage rise 
in the number of women employed, the 
$3,000,000-$5,000,000 group of 16 in- 
stitutions having an increase of 49 per 
cent. 

Pay Roll Increase 


In an effort to determine the methods 
employed by the Virginia banks in 
meeting the problem, we first examined 
pay roll changes during the past year. 
Inquiries in this connection brought re- 


The accompanying article is 
made up of extracts from the 
conclusions reached by a sub- 
committee of the committee of 
bank management and research 
of the Virginia Bankers Associa- 
tion. William B. Jacobs, assist- 
ant cashier of the Central Na- 
tional Bank, Richmond, Va., 
was chairman of the committee. 





plies from slightly more than 87 per 
cent of those institutions returning the 
questionnaire and showed that 174 
banks had an average increase of 10.4 
per cent in total pay rolls during the 
year, while 53 institutions stated that 
they had no change to report. This 
would indicate a comparatively small 
rise in total salaries per employe, after 
considering the aggregate increase of 
8 per cent in the number of persons 
employed. 

As a result of the rising living costs, 
many industries have made cost of liv- 
ing adjustments in the salaries of their 
employes in an attempt to maintain 
their real wages. Comparatively few 
of our banks have adopted such plans. 

It is most surprising that only 11.1 
per cent of those banks reporting have 
adopted cost of living adjustment plans. 
Many of the banks reporting bonus 
plans have had these in effect for years 
and hence in some instances the bonus 
has been all along considered a_por- 
tion of personnel compensation and 
cannot be considered as a means of 
meeting present conditions. It may 


safely be said that more than three- 
fourths of the reporting banks have 
adopted no plan to maintain real wages 
or to meet the present personnel prob- 
lem. 


Paying Overtime 


Overtime continues to present a 
problem to many of our banks, espe- 
cially in those agricultural areas in 
which seasonal business is quite pro- 
nounced and in those sections of the 
greatest war activity. However. many 
other institutions are experiencing lit- 
tle difficulty in operating within the 
10-hour limit. A large percentage of 
those replying indicated the use by their 
institutions of the “variable work-week” 
basis in computing overtime, but quite 
a number of institutions continue to 
compute overtime on a straight time 
and a half basis. Many criticisms of 
the Wages and Hours Act were made 
by banks who, conscious of the growing 
personnel problem. feel that adjust- 


ments should be made in the hour limi- 
tations for the duration of the war. 


Five Suggestions 


As a result of this study of a repre- 
sentative number of our banks in Vir- 
ginia we may summarize our conclu- 
sions as follows: : 

1. The personnel probiem will be- 
come more acute as the effects of the 
war economy on banking become more 
pronounced. 

2. Management should anticipate 
the continued dislocation of workers 
as a result of the draft and shift of em- 
ployes to war industries, making pro- 
vision for training of part-time or util- 
ity workers to meet emergency require- 
ments. 

3. The principal source of replace- 
ments has been other businesses, many 
of these trained workers having come 
from fields adversely affected by the 
restrictions made necessary by the war 
economy. As the war continues. the 
banks will be competing to a larger 
degree with defense industries for 
women to replace men lost to the armed 
services. Personnel policy should in- 
clude consideration of housewives not 
previously emploved, individuals with 
minor physical defects, and over-age 
persons with previous business experi- 
ence. 

4. It is surprising that few banks 
have taken steps to meet the higher cost 
of living, pay rolls per employe hav- 
ing shown relatively little change dur- 
ing the past 12 months. Banks cannot 
hope to compete with industry unless 
consideration is given to this phase of 
the problem. They should also stress 
to their personnel the security of bank 
employment in comparison with tem- 
porary employment at higher wages in 
other fields. 

5. It is considered desirable that 
banks continue as far as practicable 
their established incentive and morale- 
building programs to preserve the good 
will and loyalty of their employes in 4 
period of mental unrest such as that 
through which we are passing. 
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War-Time Publie Relations 


Following is the text of a bulletin recently 
issued by the Financial Advertisers Associa- 
tion covering a survey of war-time public 
relations made by Louis [.. Cox, assistant 
vice-president of the Union Bank of Com- 
merce of Cleveland: 


1. What methods are you using to 
push the sale of War Saving Bonds and 
Stamps and Tax Anticipation Notes? 
Advertisements? Billboards? Unique 
booths, teller window decorations? Ex- 
hibits in lobby or window? 

(a) All of the 27 banks who returned 
the questionnaire are using advertise- 
ments to boost the sale of War Bonds 
and Stamps and Tax Notes. One bank 
sent out a mailing of 7.500 cardboard 
airplanes and used spot radio announce- 
ments to increase sales of Bonds. 

(b) Six have used billboards for the 
same purpose. 

(c) Six have unique Bond and Stamp 
booths in operation in their lobbies. 
Several banks are selling Bonds and 
Stamps at every teller’s window in bank. 

(d) Nine banks decorated teller’s 
windows where Bonds and Stamps are 
sold. 

(e) Twenty-one banks are using ex- 
hibits in lobbies or windows to create 
further sales of Bonds and Stamps. 

2. What new wrinkles are you pro- 
moting to make the selling and opera- 
tion of a War Savings Bond Pay Roll 
Deduction Plan easier for your bank 
and your customers? 

(a) Ten of the 27 banks represented 
have the Treasury pay roll savings plan 
in force. Three of these have used let- 
ters and personal calls to urge custom- 
ers to set up the plan. Several of these 
supplied pay roll savings forms to cus- 
tomers. One bank had instituted its 
own plan as early as July. 1941. 

3. Are you telling the public that 
vou have made purchases of Bonds in 
the hank’s name and in trust accounts? 
How? 

_(a) Five banks are announcing their 
War Bond purchases to the public. one 
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of these five having purchased $9,000,- 
000 worth of Series E, F and G Bonds. 
(b) Thirteen of the 27 banks ques- 
tioned are not telling the public about 
their purchases through any medium 
except their statement of condition. 


War Production Aid 


1. How are you letting small busi- 
nesses know that you will help them 
obtain war orders? 

(a) Six banks are reaching small 
businesses through direct mail cam- 
paigns. 

(b) Twelve are informing small busi- 
nesses of their service through adver- 
tisements. meetings, and calls. 

2. What contacts have you made 
with the WPB, Division of Contracts 
Distribution, designed to work with 
bankers aiding customers? 

(a) Ten banks are in constant con- 
tact with their local WPB and Ordnance 
Office and are arranging interviews for 
their customers. 

3. How have you participated with 
Federal Reserve or Government ad- 
vance financing when the job required 
funds in excess of your legal limit? 

(a) Six banks are using Federal Re- 
serve and Government advance financ- 
ing. 

(b)Five banks are making use of the 
funds of other banks for this purpose. 

4. In what way are you providing 
assistance in converting plants to war 
production, in dealing with Govern- 
ment agencies. and in other war prob- 
lems. 

(a) Loans are being provided by six 
banks. A few banks are contacting 
owners of plants, setting up accounting 
systems, and helping procure labor and 
machinery. 

5. What advice are you giving to 
customers on protection of their com- 
pany property and employes against 
sabotage, industrial accidents, or im- 
pending attacks? 





THE LARGEST MUTUAL SAVINGS 


BANKS 


HE National Association of Mutual Savings Banks has compiled a 


list of the 


100 largest mutual savings banks. 


Nineteen of them have 


deposits of $100,000,000 and over, as follows: 


__ Deposits 


The Bowery Savings Bank, New York, N. ¥ 


Emigrant Industrial Savings Bank, New York, N. Y 
The Philadelphia Saving Fund Society, 
The Williamsburgh Savings Bank, Brooklyn. 
Savings Bank a Brooklyn, 
New York. N. Y 

New York. N. Y 
Central Savings Bank in the City of New York, N. Y 
East River Savings Bank. New York. N. Y 

Savings Bank, New 
New York, N. Y 
York, N.. ¥ 


The Dime 
The Bank bus Savings, 
Dry Dock Savings Institution, 


The Gree nwic hs 


The Seamen’s Bank for Savings, 
Savings Bank. New 
The Boston Five Cents Savings Bank. Boston. 
The Lincoln Savings Bank of Brooklyn, 
Dollar Savings Bank of the City of New York. N. Y 
Savings in 


gues ob baker taeeenaorscegierenuasacvpes 116,441,887 


Union Dime 


The 


Provident Institution for 


Boston, Mass. 


Society for Savings in the City of Cleveland, Ohio 
Western Saving Fund Society, 


The 


Buffalo Bouk. Buffalo. 


Savings 


(a) Two of the 27 banks have offered 
this type of advice to their customers: 
others have referred their customers to 
the Civilian Defense agencies for this 
information. 

6. What plan do you follow in mak- 
ing loans to the farmer and distributor? 

(a) Four banks are set up to serve 
the farmer and distributor, giving on- 
statement loans, chattel loans, co-signer 
loans. 

7. What preparations are you mak- 
ing to advise customers on post-war re- 
habilitation? 

(a) Almost all of the banks felt that 
to begin such plans this year would be 
rather premature. A few are following 
closely all current economic develop- 
ments in order to be in a position to 
advise customers later. Meetings with 
prominent economists are also being 
held. 

8. Have you installed any lobby and 
window displays to present to the pub- 
lic your customers’ part in the war 
effort? Describe the outstanding ones. 

(a) Only three banks are publicly 


THE 


N. Y 


yee 
Philadelphia, Pa. 344,102,785 
N. Y 205,620,463 
Brooklyn, 203.585.420 
192.360.903 
185. 538.2 287 
180,887,161 
169,725,324 
149,151,223 
146.553.352 
138,158,011 
125.686,98 

117.962,.351 
116.586.385 


York, N. Y 


Mass......... 
Brooklyn, N. Y 


the Town of 


113,111,116 
110,729,570 
106,981.43] 


Philadelphia, 


presenting their customers’ part in the 
war effort. Most of the banks felt that 
displays of this type would not be 
shown out of consideration for censor- 
ship regulations. 


Operation of Bank in War Time 


1. What changes in operating prac- 
tices have you made to absorb the in- 
creasing volume of War Bonds and 
Stamps. Tax Notes, abnormal deposits 
from Government advances, pay roll 
accounts, check cashing, etc.? Have 
you found that some departments were 
non-vital and could be “streamlined”? 
Which? How? 

(a) Six banks have instituted night 
banking hours. 

(b) Four have had large-scale re- 
placement of men by women; one bank 
had 17 women fill men’s jobs. 

(c) All had exercised general eco- 
nomic measures. One bank tightened 
checking procedure. Two streamlined 
installment loan department and one 
cut size of insurance department. 
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2. What special services do you offer 
for men in armed forces? 

(a) Eight banks have special serv- 
ices for men in armed forces—agency 
service is offered by most of them and 
the others have simplified, free check- 
ing service. 

3. What program have you adopted 
to protect your property and the lives 
of your employes? Outline your staff 
of air raid wardens, fire wardens, etc., 
and each one’s duties. List any protec- 
tive equipment you have installed re- 
cently. May we have any manuals or 
other literature on protective measures 
that you have prepared? 

(a) Fourteen banks have adopted 
protective measures for their property 
and the lives of their employes. They 
have all provided shelter rooms for 
personnel and customers in bank at 
time of raid; they have designated eas- 
ily accessible and protected vaults for 
safety of currency and documents; 
meetings have been arranged to edu- 
cate their staffs to their many duties. 

(b) The type of staff adopted by 
most of them is composed of: a chief 
air raid warden with assistants in the 
various departments. Fire wardens, 
removal squadrons to take care of 
money, securities, etc. Traffic chiefs to 
facilitate removal of personnel and cus- 
tomers. Guards. Utility control groups 
to turn off gas, water. and 


power. 
First-aid patrol. 


(c) Equipment installed consisted of 
extra fire extinguishers, and buckets, 
stirrup pumps, long-handled shovels, 
new fire hose, all being located in effec- 
tive areas. 

4. What advice have you given your 
customers regarding insurance? 

(a) Two banks have advised their 
customers to get insurance against all 
war hazards. 

5. What civilian defense positions 
are held by employes of your bank in 
addition to those they hold on the 
bank’s defense staff? 

(a) Seventeen banks have employes 
who hold civilian defense jobs outside 
the company. The president of one 
savings and loan association is chief 
evacuation commander of Cleveland 
OCD and squadron chief in civil air 
patrol. One bank has 16 men in civil- 
ian defense jobs and five women in the 
Red Cross. A member of one bank is 
also on the Board of Governors. Roches- 
ter Ordnance Division. 

6. What type of flag or poster do 
you have in your lobby or window an- 
nouncing the employes of your bank 
who are in the armed forces? 

(a) Eleven bank: have red, white 
and blue service fiags and some of 
these have as many as seven stars on 
the flags. 

(b} Four banks have plaques in- 
stalled in lobbies. 


Silver Issue Reaches Depths of 
Indeeceney 


By WaLTer E. SPAHR 
Secretary, Economists’ National Committee on Monetary Policy 


HE silver issue has now fallen to 

depths of indecency probably never 

before equaled in all the disgrace- 
ful and scandalous history of this coun- 
try’s pandering to the pocket-picking 
tactics of the silver blocs which, for 
many generations, have wielded power 
in Congress. 

The present silver bloc is in the 
driver’s seat and is driving hard bar- 
gains with this nation in spite of the 
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fact that we are fighting for our very 
existence and demanding ever-increas- 
ing sacrifices of our people in which, 
apparently, the silver interests do not 
intend to participate. 

Brazenly, a paid lobbyist of the min- 
ing interests sits in at executive ses- 
sions and secret hearings of the Senate 
Special Silver Committee, and the sil- 
ver interests are not without earnest ad- 
vocates even in a division of WPB, 
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where former employes of mining and 
smelter groups, and bullion brokers, 
and a former officer of a mining Con- 
gress have a voice in policy making. 

Donald Nelson, Chief of the War 
Production Board, went before the sil- 
ver bloc, hat in hand, and begged for 
silver needed for planes, guns, and elec- 
trical equipment. If vital war indus- 
tries could get, for consumptive uses, 
the Treasury’s hoard of silver, thou- 
sands of tons of copper, tin 
and lead would be released for war use. 
To divert silver without limitation into 
war channels, the Silver Purchase Acts 
of 1934 and 1939 must be repealed 
and legislation must be enacted to per- 
mit the Treasury to sell its hoard of 
silver. Mr. Nelson knows this. The 
silver bloc in Congress knows it, and 
every other Congressman should know 
it. The Treasury knows it, and Secre- 
tary Morgenthau has recommended re- 
peal of the silver purchase laws. The 
Board of Governors of the Federal Re- 
serve System knows it. and furthermore 
realizes the menace of our silver policy 
to the stability of our currency. It. 
too. has recommended the abandonment 
of our silver purchase policy. 

But the silver bloc is in the driver's 
seat. and it says “No.” 

Quite apart from the imperative need 
of war and non-war industries for sil- 
ver, the silver purchase acts should be 
repealed. They have never been de- 
fensible. Monetary economists have 
again and again urged their repeal. 


scarce 


Taking note of the War Pro- 
duction Board’s orders limiting 
the use of imported silver to the 
industries with a high priority 
rating, Dr. Spahr has issued the 
accompanying statement point- 
ing out that the WPB, in its ef- 
fort to keep war costs down, has 
been maneuvered by the Congres- 
sional silver bloc into a position 
of forcing upon industry the 
burden of ‘‘the Government’s 
policy of paying tribute to the 
silver interests.’’ 


Under these laws the currency has been 
expanding steadily at the very time that 
the Government has been fighting a rise 
in prices. 

Even as Mr. Nelson and Secretary 
Morgenthau were petitioning the sil- 
ver bloc for silver to help our soldiers 
win this war, a silver Senator was issu- 
ing a statement urging that the price 
of silver be raised to $1 an ounce, in 
spite of the fact that the price of 71.11 
cents, which the Treasury must pay for 
the entire product of the mines of this 
country, is approximately twice the 
price paid by the Treasury for foreign- 
produced silver. The latter price is 
probably an artificially high price, 
foisted upon the world silver market 
by our silver purchase policy. 

But even this is not all of the dis- 
graceful picture. 

The War Production Board has re- 
cently issued an order taking over con- 
trol of all importation of foreign sil- 
ver. Silver-using industries other than 
munition manufacturers, have recently 
been importing silver at prices higher 
than the Government’s price of 351% 
cents an ounce for foreign silver. Im- 
plementing its order monopolizing the 
importation of foreign silver. the WPB 
is expected to issue an order stating 
that silver may be used hereafter only 
by those industries with a priority rat- 
ing of A-3 or better. After a period 
of grace of a few months, unless the 
silver purchase acts are repealed, there 
will be no foreign silver available ex- 
cept to vital war industries. 

This action by WPB is taken, appar- 
ently, to prevent the bidding up of the 
foreign price and thus increasing the 
cost of the war. In other words, WPB 
is eliminating competition with war in- 
dustries by civilian industry although 
the Government itself, with its manda- 
tory price of 71.11 cents an ounce fixed 
by the silver purchase act of 1939, re- 
inains as the domestic competitor. 

It will be seen also that here again 
the silver bloc is in control, and ap- 
parently intends to keep control of a 
vital war commodity. With its manda- 
tory subsidy price of 71.11 cents an 
ounce it is keeping domestic silver out 
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of reach of both munition and civilian 
industry. thus forcing the WPB either 
to pay ita _ at the rate of ap- 
proximately 35 cents an ounce or to 
monopolize the importation of foreign 
silver which WPB has decided to do. 
The American public should under- 
stand that, according to the best avail- 
able information, if the domestic pro- 
duction of silver, amounting to about 
70.000.000 ounces last year, were avail- 
able to the trade, there would be no 
shortage of silver for any purpose. 

If civilian industry is to use domestic 
silver, and apparently it must use that 
or none at all, it must outbid the Treas- 


ury’s mandatory price of 71.11 cents. 
Thus if the civilian silver industry is 
to exist, it must now assume the bur- 
den of the Government’s policy of pay- 
ing tribute to the silver interests. As 
one consequence of this policy, the fate 
of thousands of workers in this indus- 
try is in the hands of a grasping group 
of selfish silver politicians. Thousands 
of families, in some cases whole com- 
munities built up around silver manu- 
facturing plants, must look to this group 
for succor. Fantastic as it may seem, 


their representatives in Congress ap- 
pear to be blind to the situation or pow- 
erless to remedy it. 

° 


The Deficit Theory 


New England Letter, 


HERE is a new fiscal theory being 

promoted in this country to the ef 

fect that we need not worry eu 
the Federal debt since we owe it to one 
another and that interest payments rep- 
resent merely distribution of money 
within the country. In consequence, 
the Government should, according to 
the advocates of this theory, embark 
upon a huge spending program after 
the war in order to sustain purchasing 
power and employment. On the sur- 
face, this general theory sounds plau- 
sible, but upon analysis it proves to 
be a pernicious and dangerous doctrine. 
Fundamental issues of deep concern to 
the future welfare of the country are 
involved. It is essential, therefore, that 
even while engaged in a life and death 
struggle, careful consideration should 
be given to the proposed spending pro- 
gram for its adoption, as a general pol- 
icy, would have far-reaching unfavor- 
able consequences. 

The fallacy of this proposal rests on 
the assumption that this country is a 
collectivist society or one big family: 
that each shares from the common pool 
according to his needs. Idealistic as 
such a conception may appear in the 
abstract, it does not work in practice. 
This system was tried by the Plymouth 
Bay colonists more than three hun- 
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First National Bank of Boston 


dred years ago, when all worked for a 
common storehouse. But actual fam- 
ine stared them in the face as the col- 
onists “did not labour” and “paralysis 
was affecting the settlement,” so that 
the experiment was abandoned. Each 
family was then given its own parcel 
of land upon which to raise food, and 
soon plenty followed. Wherever the 
New England experience has been du- 
plic ated, the same results occurred. 


Interest Charges 


Another important point overlooked 
or underestimated is the burden en- 
tailed by interest charges on mounting 
debt. This is gilded over by the pro- 
ponents, who hold that the payment of 
interest does not represent a loss of 
purchasing power since it is merely the 
transfer of funds from one group to 
another. Carried to its logical conclu- 
sion, this would mean that it does not 
matter how large the tax tribute to the 
Government so long as the money does 
not leave our borders. Therefore, we 
can increase the number on the Federal 
pay roll to many more millions until 
it represents, we shall say, one half of 
the total working force. The net re- 
sult of such a system would be that 
each productive worker or business 
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‘‘The fallacy of this proposal 
rests on the assumption that 
this country is a collectivist so- 
ciety, or one big family; that 
each shares from the common 
pool according to his needs. 
Idealistic as such a conception 
may appear in the abstract, it 
does not work in practice.”’ 


would be called upon to support two 
families, his own and that of the Fed- 
eral worker. How much of the pur- 
chasing power of the country is di- 
verted into Government channels to be 
redistributed is obviously of deep con- 
cern to all. 

The comparatively high living stand- 
ards of our people have ‘been made pos- 
sible by the spirit and initiative of free 
enterprise, and because governmental 
costs have not encroached upon the 
family budget. As a consequence of 
these conditions the average person in 
this country has had. in peace time. 
command over several times as many 


goods as the average person in the rest 


of the world. But our favorable posi- 
tion after the war would be seriously 
impaired should taxes continue to ab- 
sorb a substantial proportion of in- 
come. The higher the tax payments, 
the less there would be for food, cloth- 
ing, shelter, and other items that make 
up the standards of living for the aver- 
age individual. 

In order to obtain revenue, the Fed- 
eral Government has invaded many tax 
fields originally belonging to state and 
local governments, and if this trend 
were accelerated by developments grow- 
ing out of proposed Federal financing. 
the local communities would, in the 
course of time, find that they could not 
obtain adequate means to finance their 
regular activities. They would then 
become vassals of the Federal Govern- 
ment with the inevitable extension of 
bureaucratic control over all our social 
and economic activities, and self-gov- 
ernment, as we have known it under the 
American system for the past 150 years, 
would cease to exist. 


The Spending Theory 


The advocates of this debt theory 
hold that after the war the Government 
should, as a general policy, pour sev- 
eral billions of dollars into the economy 
for public works and the like in order 
to sustain business activity. While in 
theory prodigious spending would pro- 
vide a powerful stimulant and generate 
an upward movement, unfortunately it 
is counterbalanced by the fear of un- 
controlled inflation and higher taxes, 
Thus while the Government steps on 
the accelerator, business puts on the 
brakes. Profligate spending of public 
money not only chills confidence and 
casts the shadow of fear over the future 
but it militates against new undertak- 
ings and stifles the normal activity of 
productive agencies. Moreover, relief 
expenditures, beyond those necessary 
to alleviate distress, impoverish the 
wealth-creating qualities of the popula- 
tion, discourage thrift, break down the 
spirit of enterprise and shift responsi- 
bility from the individual and _ local 
communities to the Federal Govern- 
ment. It is obvious that the Gov- 
ernment cannot pay the bills of all 
groups and remain solvent. In stating 
the causes of the decline and fall of 
the Roman Empire, one authority has 
said: “The pressure of public burdens 
was an increasing disability that ate 
the very heart out of the capitalist and 
the laborer alike: there was no hope 
to inspire energy or encourage enter- 
prise and the gradual decay culminated 
in an utter collapse.” 

This new fiscal doctrine is contrary 
to the one that prevailed in this country 
for the first 140 years of the Republic. 
During this period the United States 
went into debt only in times of war, 
and when the conflict was over, deter- 
mined efforts were made to liquidate 
outstanding obligations. This funda- 
mental policy was laid down by Alex- 
ander Hamilton. the founder of our 
fiscal system, in his first report in 1790 
as Secretary of the Treasury, when he 
stated: 


Persuaded, as the Secretary is, that the 
proper funding of the present debt will ren- 
der it a national blessing, yet he is so far 
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from acceding to the position, in the lati- 
tude in which it is sometimes laid down, that 
‘public debts are public benefits’—a position 
inviting to prodigality and liable to danger- 
ous abuse—that he ardently wishes to see it 
incorporated as a fundamental maxim in 
the system of public credit of the United 
States, that the creation of debt should 
always be accompanied with the means of 
extinguishment. This he regards as the true 
secret for rendering public credit immortal. 
And he presumes that it is difficult to con- 
ceive a situation in which there may not be 
an adherence to the maxim, 


This maxim was strictly observed 
from the first administration to 1930, 
as is shown by the record. Per capita 
indebtedness in 1791 was around $18 
and, with the exception of the upturn 
caused by the War of 1812, it was 
gradually reduced until in 1935 it was 
less than one cent per person. The 
gross Federal debt advanced sharply on 
account of Civil War expenditures, 
reaching about $77 in 1866. Following 
this period, there was an almost steady 
decline until 1915, when it stood at 
$12. As a result of the heavy outlay 
during the first World War, the Fed- 
eral debt soared to $240 per capita in 
1919. From 1920 te 1930 the debt was 
reduced to $131. Since 1931 a sharp 
upturn has taken place, until at pres- 
ent the debt is around $600 per person, 
and it may exceed $1,500 in the event 
of a long war. 


The New Fiscal Plan 


By inference we are told by the pro- 
ponents of the new fiscal plan that it 
is only by increased indebtedness that 
we can hope to have sustained business 
activity in this country. In this con- 
nection it may be pertinent to quote 
from a survey made on this subject 


by the Twentieth Century Fund: 


“The Committee is convinced that many 
of the fundamental weaknesses of our eco- 
nomic order spring from the character of 
our debt structure. The financial pattern 
of business is at best only a distorted re- 
flection of the objective realities of the pro- 
duction, distribution, sale, and use of goods 
and services. To cast a large part of that 
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‘In stating the causes of the 
decline and fall of the Roman 
Empire, one authority has said: 
‘The pressure of public burdens 
was an increasing disability that 
ate the very heart out of the 
capitalist and the laborer alike: 
there was no hope to inspire en- 
ergy or encourage enterprise, 
and the gradual decay culmi- 
nated in an utter collapse.’ ”’ 


financial pattern into the rigid mold of debt 
is dangerous. 

“In the early depression years, many over- 
extended debtors collapsed, impairing the 
position of the more conservative. As re- 
financing became more difficult, otherwise 
solvent debtors were unable to carry out 
the artificial debt-maturity schedule and pay 
all debts as they came due. The resulting 
losses and disillusionments were among the 
main causes of the rush to hoard currency, 
and of the catastrophic shrinkage of bank 
deposits, which marked the crushing defla- 
tion of 1931-1933.” 


The adoption of the proposed type 
of financing as a general policy would 
open wide the flood gates for pressure 
groups to make raids on the Treasury. 
For the logical assumption is that if 
Federal spending creates purchasing 
power, then why place any restraints 
on its flow? If this theory is sound, 
then the more the Government spends 
the greater the national income. The 
same kind of financial theory in es- 
sence has been proclaimed many times 
in the world’s history. But in each 
instance it has proved to be like a 
mirage on the desert and the final out- 
come was toil, sweat and tears. 

This does not mean that it may not 
be necessary for the Government dur- 
ing the transitional period to spend 
funds to help bridge the gap to normal 
business activity. Public money should 
be expended when there is an absolute 
need for such action. But this is far 
different from using the public debt 
as a general policy to increase purchas- 
ing power and as an instrument to 
redistribute wealth and income. 





SURVEY 


Condensations from Magazines, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


SERVICE CHARGES IN SOUTH DAKOTA 


The following is an extract from a report 
of the Bank Management Committee of the 
South Dakota Bankers Association on South 
Dakota Bank Operations in 1941: 


ERVICE charges have grown up in 

South Dakota. They are now one 

of our major sources of income. 
We could not survive without them. 
Twenty-nine and three-tenths per cent 
(29.3 per cent) of the gross income of 
reporting banks came from service 
charges in 1941! 

Service charges are now respectable. 
When you talk about an income which 
is only a little less than one-third of 
the total you are not talking about 
something unimportant. 

In 1938 only 25.6 per cent of the in- 
come of the banks in South Dakota 
came from service charges. This rise 
to 29.3 per cent in 1941 represents an 
increase of 3.7 per cent which on the 
basis of the $1.834,993 of gross income 
in the 70 reporting banks, amounted to 
$67,895 in additional revenue over and 
above the 1938 rate. This does not take 
into account the savings in expenses 
through decreased activity and_ the 
elimination or curtailment of free or 
inadequately compensated services. We 
shall show later that there was at least 
a 9 per cent decrease in checking ac- 
count activity and other activities. with 
a resultant decrease in total salaries 
paid. These decreases were accompa- 
nied by an increase in average salary 
per officer and employe. 
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Your committee is proud of the small 
part it played in this accomplishment. 
South Dakota is third in the nation in 
the amount received from service 
charges. That didn’t just happen! 
When you consider that only 8.1 per 
cent of the gross income of the 13.427 
U. S. commercial banks belonging to 
the FDIC in 1941 came from service 
charges you can see how far out in 
front South Dakota really is with its 
29.3 per cent. .Again we say. with 
rhyme and reason, that didn’t just 
happen. 

The the amount of 
charges parallels somewhat the decline 
from loans and _ securities. 
In 1940, interest on loans was 57.1 per 
cent of total income, but in 1941 it had 
dropped to 56.8 per cent. This, in 
spite of the fact that the total dollar 
amount of loans was up to a marked 
extent. The drop in interest from secu- 
rities was even more precipitous. In- 
come from this source in 1940 was 16.2 
per cent, and in 1941 it had shrunk to 
only 13.9 per cent of total gross in- 
come. 


rise in service 


in income 


But the really startling and ominous 
thing about this matter is the change in 
the rate of interest received on loans 
and securities. The average rate re- 
ceived in 1940 was 7.2 per cent, while 
in 194] it had dropped to 5.8 per 
cent!! The yield on securities during 


the same period dropped from 3.30 per 
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cent to 3.19 per cent. Of course you 
will answer this by saying that a good 
portion of the drop in the yield on 
loans is due to the large number of CCC 
loans which the banks carried at only 
114 per cent interest. However, in 
1940 the total amount of interest re- 
ceived per $100 of deposits was $4.10, 
while in 1941 it dropped to $3.92. 


We end this phase of our report with 
this enlightening statement. But for 


the receipts from service charges the 
banks of South Dakota, almost without 
exception, would not be enjoying the 
desired net earnings necessary to pay 
losses, provide reserves or pay divi- 
dends to stockholders; in other words, 
they would be operating at a loss. 


WILL CONSUMER CREDIT LIQUIDATION CURB INFLATION? 


Consumer Credit Institute, Washington, D. C. 


HE declared purpose of consumer 

credit regulation is to effect its 

liquidation. Such liquidation is 
justified upon the grounds that it is 
anti-inflationary. Money’ which is 
applied to debt reduction cannot be 
spent by the consumer in an already in- 
flationary market. The ultimate measure 
of the counter-inflation force of such 
payments, however, does not lie in the 
initial payment by a single consumer. 
To the contrary, it depends equally 
upon the use to which the creditor 
applies money so received. 

If creditors proceed to spend their 
liquidated loans for goods and services, 
the campaign against inflation will have 
been poorly served. But if creditors 
keep their repaid capital intact by con- 
structive saving. the amount of liqui- 
dated credit will be so much relief 
from growing demand for scarce goods. 

it is the hope of the Federal Reserve 
Board that consumer debt liquidations 
will be converted into government 
bonds. Concerning this hope, the 
board states: 

“If consumers now repay their debts, most 
of their creditors will either repay the debts 
that they owe, mostly to commercial banks, 
or will have idle funds available for invest- 
ment. In present circumstances it is likely 
that most of these funds will be used to buy 
U.S. Government obligations of one kind or 
another. The repayment of debts, there- 
fore, in addition to improving the financial 
position of debtors, will have the doubled 
advantage from the public point of view of 
absorbing income that might otherwise be 
used to bid up prices of consumers’ goods, 
many of which are available only in limited 
and diminishing amounts, and placing addi- 
tional funds in the hands of institutions 
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which are likely to invest them in Gov- 
ernment bonds.”** 


Reasoning of this sort is predicated 
upon an assumption that virtually all 
consumer debts are ultimately owed to 
commercial banks. Accordingly, then, 
it is assumed that these banks will serve 
as agents in the transfer of private debt 
to government debt. Such a transfer is 
anti-inflationary only when the total 
amount of government borrowing re- 
mains independent of the amount of 
consumer debt liquidated. Under such 
circumstances, all public and _ private 
obligations will be reduced by exactly 
the amount of consumer liabilities paid 
off. 

Because inflation is a product of net 
borrowing within the whole economy, 
it is well to take stock of present trends 
in our total debt structure. Between 
December, 1940, and December, 1941, 
total loans held by all banks increased 
from $23.741,000,000 to $26,616,000,- 
000, or 11.2 per cent. They have since 
remained at about that same level. 

More formalized private borrowing 
such as corporate bonds registered with 
the Securities and Exchange Commission 
has also increased. New issues of 
secured and unsecured bonds reported 
in 1941 amounted to $1,456,418,000. 
This total constituted an increase of 
$90.464,000, or 6.7 per cent over similar 
issues in 1940. Unsecured bonds alone 
increased by 38.9 per cent. 

But bank loans and private bond 


“Federal Reserve Bulletin (1942), June, 
pp. 538. 





issues are no longer the major vehicle 
by which debts are incurred. Between 
December, 1940, and December, 1941, 
the total gross debt of the Federal Gov- 
ernment increased from $45,025,000,000 
to $57,938,000,000, or 13 per cent. By 
April, 1942, this total had increased 
over the December high by 11 per cent 
in four months to $64$.961,000,000. 
Current estimates indicate an increase 
in Federal debt during the year ending 
June 30, 1942, amounting to $20,100,- 
000. During the next fiscal year an- 
other $47,400.000.000 of such borrow- 
ing is expected. 

Commercial banks are expected to 
supply about 30 per cent of total gov- 
ernment credit requirements this year 
and more than 60 per cent in 1943. For 
the two years. this operation will re- 
quire $35,200.000.000 of these institu- 
tions. 

No one can question the necessity for 


enabling government to buy as much as 
is required to win the war. If these 
purchases must be financed largely 
through bank loans, that also must not 
be withheld. But in taking such a 
course, let it be recognized that it is a 
highly inflationary one. 

Realizing fully inflationary potentiali- 
ties in the financial side of our war 
effort, it behooves us to be alert. To 
do no more than effect the liquidation 
of some $6,000,000,000 of consumer 
installment credit is not sufficient. Even 
if all these repayments were realized and 
immediately invested in war bonds, the 
upward spiral would not be materially 
altered. 

However handled, $6,000,000,000 
constitutes a poor antidote to a $50,- 
000,000,000 inflation. When that same 
$6,000,000,000 can be liquidated only 
over a period of two to five years, its 
potency is weak indeed. 


PUBLIC MAINTAINING SAVINGS ACCOUNTS IN SPITE OF WAR 


National 


MERICAN thrift is well reflected in 

figures released by the National 

Association of Mutual Savings 
Banks showing their experience for 
the first six months of the year. Until 
recently, mutual institutions operating 
in 17 states have shown a steady rise of 
deposits, assets, and number of deposi- 
tors. But in the six-month period, fig- 
ures for these three groups receded 
slightly. The recession was so slight 
that mutual savings bank men consider 
it exceptional proof of the public will 
to maintain savings accounts, as well 
as to buy War Savings Bonds. Mutual 
institutions have been one of the prin- 
cipal distributing agencies for these 
bonds, having passed on to the public 
$489,351,485 worth of these securities 
up to June 30. 

Analysis of mutual savings bank fig- 
ures indicates that in the first six 
months of 1942 deposits receded by 
$135.146.970, a comparatively minor 
item in view of total deposits amount- 
ing to $10.354.532.573. This latter 
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Association of Mutual Savings Bank, 


THE 


New York 


figure still was slightly below the peak 
of a year or two ago. 

Assets usually keep pace with depos- 
its, and in the present case followed 


that rule. The decrease was $116,555,- 
017, also a minor item in relation to 
total assets of $11,677,734,013. Like- 
wise, this total represented only a small 
percentage of decline from top figures. 

Surplus, another fundamental indi- 
cator of mutual savings bank opera- 
tion. rose by minute ratio to 12.4 per 
cent for each dollar of deposits. The 
figure continued to be one of the high- 
est ever achieved for any similar accu- 
mulation of capital. 

Mutual savings bank men affirm that 
number of accounts, rather than depos- 
its or assets, is the best measuring stick 
of savings. Judged upon that basis. 
number of accounts steadily followed 
deposits and assets, the decline for six 
months being 64,076. But the total 
of 15.674.831 still constituted the great- 


est total of accounts representing “small 
savers.” 
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Investment difficulties were seen 
again in the slightly reduced rate of 
interest-dividends paid to savers in mu- 
tual institutions. The change was frac- 
tional, from 1.89 to 1.88 per cent on 
the basis of average deposits. 

Average accounts for the entire 17 
states in which mutual institutions op- 
erate kept in line with other figures. 
They receded slightly, from $666.48 to 
$660.58. These figures were based on 
all accounts, including “special pur- 
pose” accounts. By omitting Christ- 
mas Club and similar accounts, the 
average “regular” account came to 


$827.85, against the “general” average 
of $660.58. 

Mutual savings bank officials were 
much gratified that their large distri- 
bution of War Savings Bonds and 
Stamps had not interfered with cus- 
tomary savings accounts. They pointed 
out that it is just as necessary nowadays 
to have a ready source of money as it 
has been in the past. Also, they ex- 
pressed the opinion that monthly goals 
for War Savings Bonds would be 
reached, and expressed the hope that 
any form of compulsory saving would 
be avoided. 


HOW CANADIAN BANKS ARE ECONOMIZING 
The Financial Post 


ACED with increased taxes, diffi- 

culty in obtaining and maintaining 

adequate staffs and higher general 
expenses. Canadian banks have been re- 
sorting to many economies, short cuts, 
and substitutes. 

One of the first steps taken was the 
reduction in returns required by the 
head offices from the branches. 

In some instances, reports previously 
required weekly from the branches. now 
need to be sent in only monthly. Re- 
turns which previously had to be made 
every month are now wanted only 
quarterly. Some of the banks have gone 
further. 

Lists of securities held in branch 
offices against loans, etc., now do not 
need to be sent in in full at such fre- 
quent intervals. Instead, a letter from 
the manager certifying that certain gen- 
eral requirements have been fulfilled 
is considered sufficient, except at stated 
intervals when a detailed report is neces- 
sary. 


Use of very heavy, expensive writing 
paper has been reduced if not elimi- 


nated. Most of the banks like to use a 
good grade of paper for outside corre- 
spondence. But in many cases lighter 
weights are now used. For internal 
correspondence cheaper grades and both 
sides of the sheet are used. 


When a letter comes in from outside, 
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the back of it is used for the carbon 
copy of the reply, not only saving paper 
but simplifying the record. 

Instead of sending ink in bottles out 
to the branches, ink powder is being 
sent. The powder is mixed with water 
at the branch and bottles are used over 
again, transportation costs are cut. Some 
banks have been doing this for years. 

Large blotters off desks and counters 
are being salvaged and the clean parts 
cut off so they can be used by clerks. 

The steel shortage has resulted in pen 
points, pins and paper clips being 
treasured. 

In one bank it was stated that by 
going back over their files of old corre- 
spondence, they had obtained sufficient 
clips and pins to do for a long time. 
Officers of the bank have been circular- 
ized asking them to turn in any sur- 
pluses of these and other items such as 
pen nibs they may have. Branch mana- 
gers are reported to have been very co- 
operative and surpluses from one bank 
are being used to make good shortages 
in another. 

Requests have been sent out for dis- 
carded rubber stamps to be sent back to 
the head office where they can be re-cut 
and used as required. 


In the effort to save gasoline the 
banks have been cutting down the trips 
made by their trucks to branch banks to 
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collect clearings, etc.. in the cities. 

Waste paper is also being turned to 
good account. In many old 
papers from the banks were formerly 
destroyed to keep the bank’s operations 
confidential. Now means are being 
found to mash these documents up so 
that while the material can be used 


cases, 


again, nobody will be able to get any 
information from them. ; 

The result of all the various econo- 
mies effected in the banks in the aggre- 
gate will be substantial. One bank at 
least estimates that the saving effected 
in stationery will offset the increased 
costs of supplies. 


FORTUNE MAGAZINE PROPOSES EIGHT-POINT PROGRAM FOR 
POST-WAR PACIFIC 


BASIC eight-point program for the 
establishment of permanent peace- 
ful relations between the United 

States and nations in the Pacific area 
after the war is proposed in the August 
issue of Fortune magazine. 

The proposals comprise the second 
report of a special committee set up to 
study post war problems under the 
auspices of the editors of Fortune. The 
first report, concerning American and 
British relations after the war, was 
made public two months ago. 

In the present report concerning post- 
war Pacific relations, the Fortune com- 
mittee recommends that: 

1. The western powers surrender all 
their exclusive rights or preferential 
positions in Asia after this war. 

2. A Pacific council be organized to 
act as the final judicial authority on 
Pacific affairs; all members of the 
United Nations whose interests directly 
touch the Pacific Ocean would be repre- 
sented on the council. ~ 

3. A new nation be created in south- 
eastern Asia to include the people of 


Thailand, British Malaya, all British 
and Dutch islands in Indonesia, and 
Portuguese Timor as a separate poli- 
tical unit. 

4. China be made strong enough to 
maintain an “imbalance of power” too 
great on the continent of Asia to be 
altered by the ups and downs of tem- 
porary circumstance or local history. 

5. The Philippines be given their 
independence as pledged by the United 
States before the war. 

6. International Commissions _ be 
established to govern Burma and Indo- 
China until such time as they can be- 
come self-governing. 

7. A new over-all defense system be 
constructed on the island groups that 
dot the route of trans-Pacific com- 
merce. 

8. Japan be occupied by United 
Nations troops and her military power 
kept near the zero point until such time 
as the Japanese people are willing and 
able to codperate peacefully in the 
maintenance of a stable order in the 
Far East. 


COMING SHORTAGE OF LABOR SUPPLY 


American Institute for Economic Research, Cambridge, Mass. 


HE absorption by the Army and 
Navy of millions of men in the 
most active producing age groups 
has of course deprived industry of a 


valuable’ sector of its skilled labor 
supply. Mechanized warfare requires 
the services of the type of personnel 
whose talents are also needed by the 
producers of the machinery of war. 
From the time this nation established 
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itself as the “‘arsenal of Democracy,” the 
labor turnover in manufacturing estab- 
lishments has been increasing. In 
March 1940, the separation rate re- 
ported by the United States Department 
of Commerce in manufacturing estab- 
lishments caused by “quits and miscel- 
laneous” was .78 per 100 employes per 
month. In March 1941, the rate had 
risen to 2.13, and in March 1942 (the 
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latest month for which data have been 
published) the rate was 3.84. 

It is natural for employes to seek 
more remunerative employment than 
they have or a type of employment that 
is more congenial. Most of these con- 
siderations have been influential in 
bringing about the increase in labor 
turnover during the past two years, but 
the major influence has been the tend- 
ency for the war industries to bid for 
the skilled labor by offering higher 
wages than other commercial and in- 
dustrial organizations could pay. So 
long as this resulted in the attraction of 
workers from non-war to war-produc- 
tion industries, it was considered a sat- 
isfactory means for the reallocation of 
personnel in the interests of the war 
effort. However, when the bidding for 
skilled labor began to draw operators 
from one war production plant to an- 
other, it was considered objectionable 
by government officials, first because 
it tended to disrupt the production of 
these essential industries and second be- 


cause it tended to raise the general 
wage level and thus to aggravate the 
upward spiral of wages and prices. 

So far only informal steps have been 
taken to curtail the freedom of em- 
ployes. However, these measures have 
been effective within limits. Employes 
of industries engaged in war work find 
it difficult to “resign” to take a more 
remunerative position elsewhere. These 
informal measures have cut down, but 
by no means eliminated, labor “drift.” 
No formal steps have yet been taken to 
force occupational shifts from industries 
considered to be non-essential to those 
deemed necessary for the prosecution of 
the war. 

The degree of regimentation of the 
civilian population that has been im- 
posed in Great Britain may be avoided 
here, but, if the war lasts for another 
year, it seems probable that there will 
be a considerably greater degree of con- 
trol exerted over the occupational free- 
dom of civilians than has ever before 
been enforced in this country. 


INCOME FROM SERVICE CHARGES INCREASING 


American Banker 


\ the Federal Reserve Bulletin for 

July there is published a table on 

member bank earnings which gives 
the dollar figures for all member banks 
for the years 1938, 1939, 1940 and 
1941. Thus, the table gives an excel- 
lent four-year comparison. 

We find that in the four years the 
gross earnings and the net earnings of 
the banks have increased moderately. 

For instance, gross earnings for 1938 
were $1,274,354,000, and for 1941 they 
were $1,416,866,000, a gain of $142.,- 
512.000. 

Net earnings for 1938 were $384.- 
318,000 and for 1941 they were $428, 
949.000. an increase of $44,631,000, 
which shows that the banks managed to 
transfer about one-third of the increase 
in gross earnings into net earnings. 

It is always of interest to see where 
the earnings are coming from and the 


following table gives a 1938 and 1941 


THE BANKERS MAGAZINE for August 


comparison of the breakdown of gross 
with the figures in thousands of dollars: 


1938 1941 
Int. on loans. . .$543,705 $655,152 
Int. on securities 448,136 445,281 2,855 
Coll'n chgs., ete. 30441 37,799 7,358 
Foreign dept... 10,076 9,275 801 
Trust dept. oss COGS 93,116 SA85 
Service charges. 50,553 64,869 14,316 
Rent received... 83,976 82,070 1,906 
Other earnings. 17,836 19,304 1,468 


Change 
+ $121,447 


From the above figures it can be seen 
that the chiei improvement in the earn- 
ings of the banks came in loans. The 
defense activity of 1941 created a cer- 
tain amount of demand for funds so that 
the banks were able to loan more money 
than in 1938 and get more from it. 

The other item to show a sizable in- 
crease is service charges. This increase 
in service charges shows that more and 
more banks are making headway in 
imposing service charges and that it is 
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becoming an increasing factor in the 
gross income of banks. 

With the Government holding down 
money rates, service charges have be- 
come a necessity to banks. For in- 
stance, whereas at the end of 1941 the 
investments of the banks were larger 
than at the end of 1938, nevertheless 
the amount received as interest on secu- 
rities was actually less than it was in 
1938. The reason was that in those 


four years banks were replacing unwill- 


ingly because of maturities and calls, 
higher coupon bonds with lower coupon 
securities. 

Looking at these earnings figures of 
banks we come to the conclusion that 
the service charge is a good mitigation 
of the problem of the banks. However, 
comparing the amount taken in on serv- 
ice charges with the total gross we are 
reminded that it is a mitigation, but not 
a solution. The solution still remains 
in the interest rate. 


THE FUTURE OF RESIDENTIAL REAL ESTATE 


OVERNMENT controls and_ the 
& relative voting strength of pres- 

sure groups will affect property 
values from now on, it is pointed out 
in the July issue of The Review of the 
Society of Residential Appraisers. The 
author is Homer Hoyt, director of re- 
search for the Chicago Plan Commis- 
sion. 

“The future value of apartments and 
rental residential real estate depends to 
a considerable degree on the effective- 
ness of price and wage control and also 
on the extent to which owners and man- 
agers of real estate organize to protect 
their interests, so that if there are sharp 
increases in operating costs, the OPA 
will allow corresponding increases in 
rent ceilings,” he writes. 

“Rent control does not affect the 
single-family home as adversely as the 
apartment building. There will be in- 
creased demand for existing homes at 
a rising price trend. The owners of 
urban residences also are far more 
numerous than any other class of city 
real estate owners and they wield a 
voting power sufficient to protect their 
rights. 

“Preserving the value of all our real 
estate depends not only on winning the 
war but also the manner in which we 
affect the transition from war to peace. 
We have the possibility of a vast fed- 
erally subsidized plan for predominantly 
private rebuilding of blighted areas of 
our cities, which may offset in whole 
or in part recent decentralizing trends. 


The appraiser of the future must weigh 
the effect of far-reaching governmental 
decisions that may profoundly alter the 
construction of our cities.” 

At the same time Mr. Hoyt points 
out basic economic background factors 
which must be be related to the pro- 
found economic dislocations caused by 
war. 

“A great mobile force of 36,000,000 
people will be ready to move to cities 
offering jobs in post-war industries, and 
real estate values will tend to be sus- 
tained in cities that have new war plants 
which can be converted to civilian uses,” 
he emphasizes. 

“The appraiser must take into account 
the structure of the future city. Blighted 
areas will be rebuilt for office workers 
in the central business district. A belt 
of new factories will encircle the edges 
of the city and around them will be 
a zone of garden homes for workers in 
planned communities. Still further— 
100, even 200 miles away will be 
suburbs occupied by office executives 
who commute by airplanes. 

“In the future society, however, there 
will be less difference between the rich 
and the poor. The rich will probably 
be taxed to provide more fully for the 
poor. Every city dweller may be guar- 
anteed a certain minimum house regard- 
less of his income. These may be 
revolutionary and unpalatable expecta- 
tions, but it seems that voting power 
will be used to level economic differ- 
ences, 
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VIEWS 


Recent S peeches Given Before National, 
Regional or State Groups — Digested 


or Excerpted for Your Convenience .. . 


EFFECTS OF THE WAR ON DISTRIBUTORS AND RETAILERS 


By Kenprick B. Morrisu 
Assistant Vice-President. The Anglo-California National Bank, Oukland, Calif. 


IRST, recognizing that we are at 

war and many materials and prod- 

ucts scarce or entirely absent, with 
the national income reaching an all- 
time high, we find the peculiar situa- 
tion of a great demand for goods but 
a very limited supply. 

In other words, the problem is not one 
of selling but getting the merchandise 
to sell. In the last six months the 
salesman has ceased to live up to his 
name, and instead spends the majority 
of his time apologizing to his custom- 
ers for not selling them goods, at the 
same time attempting to hold their 
good will. 

Another rather obvious development 
is that of simplification and condensa- 
tion of lines and models with few items 
of a more standard nature being made 
and in many cases accompanied by a 
poorer quality. 

It is increasingly evident that per- 
sonnel will continue to be a headache 
to retailers and distributors for the sur- 
vey shows that help is hard to get. 
harder to keep and increasingly expen- 
sive each month. The banks them- 
selves are probably as good an example 
as any, for it seems to be generally true 
that the wages offered in the bank can- 
not compete with defense industries. 
hence a rapid turnover of employe help 
is occurring. 

There also seems to be a considerable 
difference in prospects for the future 
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between areas. As an example, any 
retail business that has merchandise in 
the San Francisco Bay cities is almost 
certain to have a large demand because 
of the fact that many thousands of new 
workers are migrating to this area each 
month. Consequently, the smaller in- 
land towns from whence the majority 
of these people come are bound to suf- 
fer a general decrease in business ac- 
tivity because of the fewer people there 
whose needs must be met. 

In general, it may be said that cer- 
tain types of products will be almost 
entirely off the market because of the 
fact that the essential raw materials 
needed for their manufacture have been 
entirely diverted to war work. 

The far-reaching effects of the price 
freezing order are not completely clear 
as yet. although in many instances it 
is bound to cost the retailers and dis- 
tributors a good deal of money. How- 
ever, the feeling seems to be among 
those questioned that in the long run the 
principle is entirely sound and that 
some way will be found to comply with 
the freezing orders at the same time 
remaining in business. The _ biggest 
worry seems to be that of increasing 
costs, wages and taxes, with no ability 
to raise prices accordingly. 

How will this affect the banks with 
particular reference to loan policy? 
The average banker will undoubtedly 
meet the challenge by watching his 
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credits even more carefully than in the 
past. These problems must be recog- 
nized and new types of loans granted 
if their payment appears certain and 
the moral risk good. The bankers 
should certainly not be frightened by 
new conditions, for many such changes 
have been met in the past by members 
of our profession. We must be willing 







\ March, 1941, weeks prior to the 
start of the campaign to sell De- 
fense Savings Bonds. savings bank- 
ers representing the National Associa- 
tion, and the Savings Banks Associa- 
tion of the State of New York. called 
upon Secretary of the Treasury Mor- 
genthau to offer the wholehearted co- 
operation of the mutual savings banks 
of the country in the furtherance of that 
effort. This offer was accepted in the 
spirit in which it was made. 

Up to March 31 of this year our in- 
stitution had sold a total of $379.000.- 
000 of these securities. and April sales 
should bring the figure to considerably 
more than $400.000,000. All of our in- 
stitutions have qualified and are co- 
operating fully. Mutual savings banks 
were the first group to offer coépera- 
tion. and this fact. together with our 
performance. is appreciated 
knowledged by the Treasury 
ment. 


and _ ac- 
Depart- 


Primarily we can preach the gospel 
of saving. We. with our history of a 
century and a quarter of service for 
the benefit of the average American citi- 
zen. hold an undisputed position of 
leadership in this field. During all of 
that time we have successfully cared for 
the savings of the wage earner. and to- 
day more than ever before we have a 
message for the people of our country. 
We have. however. two things to con- 
tend with. In recent years the theory 
of spending ourselves out of the de- 
pression has enjoyed official approval. 
and it was only during the last year 
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THE SAVINGS BANKS AND WAR SAVINGS 


By Anprew MILLs, Jr. 
President, Dry Dock Savings Institution, New York City 


to keep abreast of the times, advise with 
our customers, and attempt to meet 
their business and credit needs in a 
way which will allow them to con- 
tinue. By such an aggressive and in- 
telligent policy will the American bank. 
ing system justify its existence now 
and for the future-——From an address 
at the A. I. B. Convention. 


that the vital importance of “saving out 
of current income.” both to purchase 
War Savings Bonds and to build up a 
savings account, has been officially ree- 
ognized. 

At the very beginning of the Defense 
Savings Bond campaign on May 1, 
1941, it was realized that initial pur- 
chases would be made almost entirely 
from accumulated savings. It became 
evident that this trend was leading to 
the sale of Government bonds held by 
savings banks. Many of us accord- 
ingly thought that it would be not only 
wise but necessary to inaugurate a 
campaign of education. pointing out 
that the building up of savings ac- 
counts, as well as the purchase of War 
Savings Bonds. out of income, would 
lead to the best results for the country. 
The Treasury Department is in entire 
accord with this idea. 

For some years the savings banks of 
Massachusetts. with great foresight, 
have carried on a state-wide cooperative 
advertising campaign in the public 
press with gratifving results. It is only 
within the last few months. however, 
that the savings banks of New York 
have followed suit, and by means of 
the press. radio and a motion picture 
are carrving the message of saving to 
an ever-increasing number of the peo- 
ple. We should all carry the message 
individually if we cannot do it collec- 
tively. for it is of vital importance to 
the whole country that unnecessary 
spending be discouraged and the spirit 
of thrift prevail. 

Savings brings strength, the strength 
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required to attain victory, and victory 
only will bring lasting peace. Let our 
slogan be: save for strength, save for 


victory, save for peace—From an ad- 
dress at a conference of the National 
Association of Mutual Savings Banks. 


THE FUTURE OF THE RAILWAY INDUSTRY 


By THuRMAN W. Van METRE 
Professor of Transportation, School of Business, Columbia University 


HERE are some people who pro- 

fess to believe that the steam rail- 

road is on the way out. They think 
that our newer means of transportation 
are so much better than the railroad 
that they will put the railroad out of 
business, just as the railroad once ex- 
terminated the stage coach, the Cones- 
toga wagon and the old-fashioned canal 
hoat. 

Now I do not believe this to be true 
—yet. But the fact cannot be disguised 
that the railroad, which for many years 
had a virtual monopoly of commercial 
transportation, a monopoly which 
seemed so secure, so permanent, so im- 
pregnable, that few people thought any 
other form of inland transportation 
ever could offer any effective competi- 


tion, now has rivals—eager, powerful. 
alert and aggressive rivals—the carrier 
by highway and the carrier by air. 
Much of the transportation service once 


performed by railroads now is 
formed by these new carriers. 

There are certain kinds of transpor- 
tation service for which the truck, the 
automobile and the airplane have such 
unquestionable superiority that the 
railroads already are eliminated from 
competition. The steam railroad never 
will attain the speed of the airplane: 
it cannot compete with the truck for 
short-distance hauling of high-class 
merchandise. In the same way, there 
are certain transportation services for 
which the railroad still has a manifest 
superiority over the plane and_ the 
truck. But. between these exclusive 
domains which each carrier occupies. 
there is a vast area that belongs to 
either—to the one which is able to win 
the favor of the public. How large a 
portion of this competitive area can 
the railroads get and keep? 

It has hecome a matter of some alarm 


per- 
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to investors that in the struggle for mas- 
tery in this area the railroad so far 
has been losing ground. More and 
more the highway carrier and the plane 
have encroached upon the field once 
thought to be the exclusive possession 
of the railroad. The fact cannot be 
denied this encroachment has hurt the 
railroad business and hurt it badly, so 
badly that people are beginning frankly 
to inquire if railroad transportation in 
the future will be as desirable a busi- 
ness for investment as it has been in 
the past. 

When the war ends, the struggle be- 
tween rival agencies will be resumed 
upon a larger scale. It will be waged 
with more vigor and determination than 
before. Already we hear of ambitious 
plans for freight trains of the air; new 
highways are being mapped out to span 
the country from east to west and from 
north to south; productive capacity is 
emerging for the manufacture of motors 
and vehicles at low cost: there will be 
no lack of trained, skilled operators to 
man the new machines. 

These plans and preparations offer a 
challenge to steam railroad manage- 
ment. How will it be met? The rail- 
roads need have no fear that the public 
will not stand by them if they make 
adequate response. There may be a 
few who, as a friend of mine remarked. 
are “so all-fired mad at railroads that 
they would, if possible, cheerfully pay 
twice as much to another carrier for 
service half as good.” But such eco- 
nomic partisanship is relatively scarce. 
and anyhow, it rarely has great powers 
of endurance. In the selection of trans- 
portation service the public will buy. 
much as it buys other merchandise. 
seeking the best to be had in consider- 
ation of the price. 

Let me pass now to a discussion of 
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some of the things the railroad must 
do to obtain the patronage of the 
public. 

In the first place, it must bring its 
facilities and its service completely up 
to date, both in the field where it has 
unquestioned superiority and in the 
field where competition is keen. In the 
past the railroads have been too reluc- 
tant to change time-worn methods and 
habits. Had the railroads taken up the 
use of motor trucks a quarter of a cen- 
tury ago, and endeavored then to or- 
ganize a combined rail and truck serv- 
ice, they would not be confronted to- 
day with such severe highway competi- 
uon. But, with lofty superiority, they 
refused to adopt the motor vehicle for 
their own use, and scorned it as a pos- 
sible competitor. 

What the railroads must do. if they 
are to hold public favor, is to under- 


stand that they must make the adjust- 
ments necessary to enable them to exist 
in their changed environment. I, for 
one, am pulling for them. I hope that 
they meet the challenge successfully. 
If they do not, they will have to suffer 
the fate of all other industries, institu- 
tions, even nations, empires and races, 
who failed to meet change with change, 
modification with adjustment and adap. 
tation. The epitaph will be the same: 
too little, and too late. 

Can they meet the challenge? Surely 
they can, if they will employ the same 
effort, the same spirit of codperation 
and collaboration that they are show- 
ing now in meeting the task imposed 
upon them. If they but have the will 
to do, the way is there—From an ad- 
dress at the Economic Conference of 
the National Association of Mutual 
Savings Banks. 


PUBLIC UTILITIES AND THE TAX PROBLEM 


By Cartes W. KELLoce 


President, Edison Electric Institute, New 


HE greatest menace the utilities 
face today is greatly increased Fed- 
eral taxes. In this case, their sta- 
bility seems to be a handicap rather 
than a help. In 1941, when the gross 
sales of durable goods manufacturers 
increased 49 per cent over the previous 
year, and those of makers of non- 
durable goods 29 per cent, the utility 
gross grew but 9 per cent. Despite the 
higher rates for Federal taxes in that 
year, manufacturing industry as a 
whole, with its great increase in vol- 
ume, was able to pay these higher tax 
rates and still show.a gain of 20 per 
cent in net income for stockholders. 
With the utilities, however, the in- 
crease of 67 per cent in their Federal 
income and excess profits taxes reduced 
the net income for stockholders by 3.3 
per cent. In 1942. if the Treasury pro- 
posals for increased tax rates are made 
effective, it is estimated that a further 
reduction of 30 per cent below 1941 
would take place in utility net income. 
This result obviously is not a ques- 
tion of draining off war-produced ex- 


York ¢ ‘ity 


cess profits but of seriously affecting 
the financial standing of a great public 
service which is not operated for profit 
but to produce a necessary service for 
the people at the lowest feasible cost. 
Such a thing as “excess profits” has 
been constantly eliminated from _ the 
utility picture by the impact of regu- 
lation by the state commissions, one of 
their functions being to limit the amount 
earned by the utilities to a return just 
sufficient to attract new capital to the 
business. 

This service-at-cost principle clearly 
is recognized by the Federal Govern- 
ment by exempting its own power 
projects from all Federal taxes. 

In connection with its war effort, the 
Government has the strongest incentive 
for keeping the utilities strong upon 
account of the essential role electric 
power plays in all war industries, and 
the electric utility industry in this cour- 
try furnishes seven-eighths of the total 
public supply. 

Strangely enough. the very size of 
the income and excess profits tax rates 
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in percentage makes it impracticable to 
solve the financial problem of the util- 
ity, arising from the size of Federal 
taxes by the rate regulatory route; for, 
with the tax rates approaching 90 per 
cent, the electric rates needed to cor- 
rect for taxes would have to be 9 or 
10 times as great as the relief they 
actually would afford. 

There are various ways in which the 
special difficulties of the utilities could 
be obviated. One of these would be 
to allow preferred dividends and estab- 
lished common dividends as deductions 
in computing taxable income, upon the 
theory that the utilities require eight 
times as much fixed capital per dollar 
ef annual sales as the average indus- 


try; that their capital stocks are an 
essential part of this capital structure 
and hence the charges upon them are 
a part of the actual cost of furnishing 
service. Another method would be to 
exempt utilities from the excess profits 
tax, since under Commission regula- 
tion they canot have “excess profits” as 
the term is commonly understood in in- 
dustry generally. These suggestions, 
with supporting data, have been 
brought to the attention of the appro- 
priate committee of Congress. and I 
believe that we can count upon an 
understanding treatment of our special 
difficulties—From an address at eco- 


nomic conference of the National Asso- 
ciation of Mutual Savings Banks. 


IS SINGLE POSTING HERE TO STAY? 
By Joun A. Hanp 


Vice-President, First 
HE system of single posting be- 
gan to appear in certain banks 
about ten years ago. Any bank 

should be able to use this plan with 

small variations or changes in in- 
stances where circumstances differ. 

Instead of having a ledger and state- 
ment, only one set of books is kept, 
and the posting is all done in one oper- 
ation on two statement sheets glued 
together at the top and perforated, with 
a piece of high-grade carbon fastened 
between the two. 

Sheets eight and one-half inches wide 
and ten inches in length is the gener- 
ally accepted size. The original is 
given to the customer for his statement 
and the duplicate retained by the bank 
for its permanent record. 

Under this plan, bookkeepers are di- 
vided into units, with two to the unit. 
The plan consists of two principal op- 
erations, paying and posting. Each 
bookkeeper should be charged with the 
responsibility of a given number of 
accounts. depending on the activity in 
the accounts. and it should be his duty 
to perform the paying operation in con- 
nection with hes accounts. The pay- 
ing of an item means that the book- 
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National Bank of Birmingham, 


Birmingham, Ala. 


keeper has located the account. offset 
the sheet and inserted the debit or 
credit in front of the affected account. 
In the case of credits, it is simply a 
matter of dropping the credit in front 
of the affected account. but before a 
check is paid it is the duty of the book- 
keeper to see that the date is in order, 
that the body and figures agree as to 
amount, that there is no record of 
stop order, that the endorsement is cor- 
rect, that the signature is correct and 
genuine, and that the check is good as 
to the amount. 

After bookkeepers in each unit pay 
the items they exchange ledgers for 
the posting operation. The fact that 
the posting must not be purely me- 
chanical and that every precaution 
should be exercised is stressed. In or- 
der to prove the posting operation, each 
bookkeeper should be required to make 
a list of the balances on the offset 
sheets before he begins posting. After 
the posting operation is complete, the 
total of the old balances on the offset 
sheets, plus the credits posted and less 
the debits, should. of course, equal the 
total of the new balances on the journal 
sheet. 





No special equipment is needed in 
order to use the single posting system. 
Practically any make of bookkeeping 
equipment can be adapted for the pur- 
pose. Banks changing from the dual 
plan of posting to the single plan do 
not have to buy new equipment, nor 
is it necessary to have specially trained 
operators. Any bookkeeper that can 


successfully keep a set of books under 
the dual plan of posting should be able 


to work successfully under the single, 

Without a doubt, the single posting 
plan of bookkeeping is more economi- 
cal than the dual plan and just as ac- 
curate. Therefore, it is reasonable to 
believe that the dual plan of bookkeep- 
ing is on the way out and the single 
posting plan here to stay until some sys- 
tem is devised that will be an improve- 
ment over it.—From an address at the 
A. I. B. Convention. 


WOMEN IN BANKING 


By Marion G. REHFUss 
Corn Exchange National Bank and Trust Company, Philadelphia, Penn. 


T was during a period of national 
stress, World War I, that women 
were first permitted to step over a 

threshold that hitherto had been held 
sacred to the male of the species and 
to find a restricted place in the banking 
world. Admittedly, this boom to women 
was born of necessity—the result of 
the dearth of man power. However, 
the war which for the first time un- 
earthed woman’s native skill in other 
new endeavors also brought to the fore 
her special aptitude for many of bank- 
ing’s routine tasks. 

Once again, the United States is con- 
fronted with a grave crisis. The next 
few months will find countless bank 
men being called to the colors or as- 
signed to defense industries. Women-— 
competent, trained women—are about 
to receive their long-awaited opportu- 
nity. Those impressive forbidding por- 
tals which opened so reluctantly a quar- 
ter of a century ago are being flung 
wide open, beckoning women to fill a 
larger place in a field which invites the 
further development of her natural flair 
for controlling the nation’s pursestrings. 
Evidences of change are already about 
us—page girls are supplanting page 
boys, women tellers alertly greet their 
customers, and as the war progresses 
we shall find women assuming more and 
more administrative positions, carrying 
on for those older men whose executive 
talents have been conscripted for the 
war effort. 

It is up to us who have had the ad- 
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vantage of Institute training to see that 
each new woman bank employe is imme- 
diately acquainted with just what the 
Institute has to offer if we are to pay 
our debt to the Institute by building a 
better informed and more capable 
banking personnel. There is no gain- 
saying the fact that while the necessity 
for adequate training for the coveted 
better job ahead should be practically 
self-evident. we are not going to have 
an easy task in selling the idea to the 
newcomers in our banks or to the older 
employes who have not before taken 
courses, 

We must not lose sight of the fact, 
too, that the training we receive today 
will equip us not only for the present 
emergency but the reconstruction period 
ahead. Then we, the bank women of 
America, will be called upon to play a 
formidable part in the financing of 
those industries which have returned to 
their peace-time status and whose ca- 
pacities will be strained to the limit 
manufacturing all the durable consum- 
ers’ goods that have been neglected for 
the duration. It will be the responsi- 
bility of every man and woman in 
these United States to see that the whole 
world enjoys a better standard of liv- 
ing and that not only our country goes 
forward to new and greater heights, but 
we must help elevate all the other na- 
tions to those heights with us.—From an 
address before the National Educational 
Conference of the American Institute of 
Banking. 
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Advertising and 
Publie Relations 


Digests of Recent Ideas, Campaigns, 


Is Your Boy in Service? 


Under this heading the Irvington Na- 
tional Bank, Irvington, N. J., adver- 
tises its current exhibition of pictures 
of local service men. Text reads: 

“We are honoring and at the same 
time making public record of the 
Irvington boys serving our country in 
the armed forces by exhibiting pic- 
tures of them in our bank lobby. 

“All Irvington families are invited 
to bring snapshots or photographs 
(preferably no larger than post card 
size) of selectees or enlisted men. The 
name, home address, rank and branch 
of service should be printed on the 
reverse side of each picture. 

“If available, also include present 
camp addresses. Friends of the boys 
will be invited to send them post cards 
which we will provide at the exhibit.” 


Saving for Taxes 
“And T'll Be Back Again in Three 


Months!” is the heading of a recent 
Valley National Bank (Phoenix. Ariz.) 
advertisement which shows a cartoon of 
Old Man Income Tax pointing a warn- 
ing finger at John Q. Citizen. The 
text reads: 


“The June 15 income tax payment 


wasn't easy for anyone to meet. And 
the instalments due September 15 and 
December 15 may be even harder, be- 
cause of other seasonal expenses. But 
they needn’t get you down if you start 
preparing for them now. 
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Advertisements, etc. 


“Here’s the most painless way to get 
ready for your tax payments. Every 
two weeks. come to the Valley National 
Bank and deposit one-twelfth of the to- 
tal amount you'll need for your next 
two tax payments. When September 
15 rolls around, you'll have enough 
money for your third-quarter instal- 
ment: and on December 15, you'll be 
ready with the cash for your final pay- 
ment. 

“Most well-run business firms set 
aside a part of their current earnings 
to pay taxes. Isn't it a good idea for 
you to do likewise? Your money will 
be protected by sound management 
policies as well as by Federal Deposit 
Insurance; and your deposits will be 
used to help finance Arizona’s all-out 
war effort.” 


To Stimulate War Savings 


The advertising and new _ business 
department of the State-Planters Bank 
& Trust Company, Richmond, Va., has 
prepared the following form letter 
which is sent to all loan customers 
who have satisfactorily paid off their 
notes: 

“The excellent manner in which you 
have taken care of the payments on 
vour note is greatly appreciated by us. 
The credit line which you have estab- 
lished here should have many obvious 
advantages for you and we hope you 
will always come here first when you 
have occasion to borrow. 

“If you have any immediate or fu- 
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“EYE-CATCHERS” 


These bank ads caught our eye 
and made us read the ad. How 
about you? 

What Is the War Doing 
to Your Will? 


—Industrial Trust Company, 


Providence, R. I. 


We Can’t Meet Today’s Prob- 
lems with Yesterday’s Plans 
—Morris Plan Bank of Virginia 


‘Must I Give Up My 
Charge Account July 10?’’ 
—Valley National Bank, 


Phoenix. Ariz. 


If You Can’t Buy It Now... 
Save to Buy It Later! 
—Dime Savings Bank of 


Brooklyn, N. Y. 


It’s Patriotic to 

Be Thrifty 

—National City Bank of 
Troy, N. Y. 


ture plans which require another loan. 
please feel no hesitancy in discussing 
the matter with us. We are grateful 
for the opportunity of serving you and 
hope you will commend our bank to 
to your friends. 

“In the meantime, now that you have 
been relieved of the monthly payments 
on your loan, may we suggest that you 
lay aside each month at least a por- 
tion of the amount you have been ap- 
plying to the retirement of your note. 
It is a fine thing to have a reserve fund 
in the form of U. S. War Bonds, a sav- 
ings account, or both, and in view of 
the regularity with which you were 
able to make monthly payments on 
your note, we believe you will experi- 
ence no difficulty in building a sub- 
stantial financial backlog. 

“This suggestion is made in keeping 
with the Government’s policy of urging 
everyone to save something now for 
less prosperous times which may follow 
the war.” 


Three Personal Finance Problems 


A recent advertisement of the Morris 
Plan Bank of Virginia lists three prob- 
lems which every individual must face 
now in his personal financial affairs, 
Text reads: 

“Number one is that we can count 
on next year’s income taxes being much 
higher than we are paying this year. 
We must put enough in a savings ac- 
count each month from now on so we'll 
have the money to pay them. And this 
must be in addition to what we are 
already saving to take care of our real 
estate taxes and insurance premiums, 
with a little left over for emergencies. 

“Number two is that, starting with 
my next pay check, we are buying at 
least one War Bond every month ... 
which is certainly as little as we can do. 

“Number three is that we have to 
start making regular payments on what 
we owe. I figure that’s saving, just the 
same as putting money in the bank.” 


Conserving Estates 


A picture of a worn-out shaving 
brush seems like a far-fetched illustra- 
tion for a trust department advertise- 


ment, but the State-Planters Bank & 
Trust Company, Richmond. Va.. tied 
them up very aptly in a recent adver- 
tisement. Under a caption. “Jn Con- 
stant Use for Twenty-five Years,” the 
text reads: 

“It is pardonably characteristic of 
mankind to boast of his small econo- 
mies. ‘I have used this shaving brush 
for 25 years!’ ‘This suit was made in 
1935!’ ‘I use the same razor blade for 
over a week!” We hear boasts of these 
and similar economies every day. 
Economies? Perhaps . . . in some cases, 
but more probably they stem from 
man’s natural inclination to put off. 

“And what of the larger, more im- 
portant things? Unfortunately, they 
often suffer, too. For instance, men 
and women of property should he care- 
fully reviewing and revising their wills 
and estate plans now. Cataclysmic 
changes are dailv affecting all forms 
of wealth and in turn, perhaps. the 
future well-being of someone you love. 
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“There are ways of safeguarding and 
conserving an estate. There are ways 
of saving an estate from unnecessary 
taxation and administrative costs. We 
urge you to call by the bank where we 
can talk in privacy and without inter- 
ruption about meeting conditions which 
are today threatening property. Drop 
by tomorrow or write for full details.” 


Stimulating Payments by Check 


G. M. Underhill, assistant vice-presi- 
dent of the Morris Plan Bank of Vir- 
ginia, thinks that “all too frequently 
banks devote almost all of their adver- 
tising and new business efforts toward 
getting new customers in various de- 
partments, rather than seeking to get 
present customers to use more than one 
service, or to make customers 
profitable in the departments which 
they are already using. 

With this thought in mind, the Mor- 
ris Plan Bank has produced an attrac- 
tive little folder captioned “7 Reasons 
Why It Pays to Pay by Check” for the 
sole purpose of being distributed to 
present checking customers (of which 
there are some 20,000 in the bank’s five 
offices in Virginia. The method of dis- 
tribution is by tellers directly over the 
counter to checking customers, and as 
enclosures with outgoing checking 
statements, thus entailing no distribu- 
tion cost. Concerning the campaign, 
Mr. Underhill says: 

“We figure that if we can get each 
checking customer to use just one ad- 
ditional check as a result of the distri- 
bution of this folder it will result 
(based on our service charge schedule) 
in additional income of some $1,100. 
With no distribution cost, with the 
folder costing only $3 per thousand. 
and with checking accounts already on 
our books, thereby entailing practi- 
cally no additional overhead, we feel 
that we stand to make a handsome profit 
on our effort. A concurrent benefit 
should be that our checking customers 
will be even more sold on the conven- 
lence and advantages of using this serv- 
ice which may keep some accounts from 
closing out.” 


more . 


F. A. A. Convention Cancelled 


The twenty-seventh Annual Conven- 
tion of the Financial Advertisers Asso- 
ciation scheduled to be held in Chicago 
beginning October 26 has been can- 
celled. This action was taken by the 
Executive Committee of the Associa- 
tion at a meeting held at the Edgewater 
Beach Hotel in Chicago, July 11 and 12. 

President Cullin, in announcing that 
the 1942 convention would be cancelled, 
said: “A number of factors led to our 
decision, which is actually a consensus 
opinion of our membership. First, of 
course, is the request of Defense Trans- 
portation Coérdinator Eastman, that 
convention travel be reduced. Beyond 
that is the fact that the nearly seven 
hundred members of our association are 
the men and women who are directing 
the greatest part of the tremendous ad- 
vertising and sales promotion campaign 
being conducted by the banks of the 
country to sell War Bonds and Stamps. 
Nothing must interfere with the con- 
tinuation and expansion of this pro- 
gram through which the banks of the 
country have been responsible for 85 
per cent of all War Bond sales. War 
Bonds are helping people to save their 
country now and their own security in 
the future. The banks of the country 
are the logical agency to promote this 
War Savings and Thrift Program, and 
no meeting should impede this effort. 

“This program plus the supplemen- 
tary activity of our banks. working 
with industry in war production, with 
agriculture in a ‘Food-for-Victory’ cam- 
paign and similar war efforts, leaves 
too little time for travel or meetings.” 

Mr. Cullin concluded with the inter- 
esting announcement that the commit- 
tees charged with handling the can- 
celled convention are now formulating 
plans for a unique and original sub- 
stitute—a “Convention by Mail.” He 
said that the plan was naturally in a 
formative state, but that they expected 
to develop a method whereby all mem- 
bers of the association could actually 
“sit in” by mail on a program equiva- 
lent to that which they would have 
heard hed the 1942 convention been 
held in Chicago. 
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BRIEFS 


Items of Interest from Many Sources— 


Condensed for Quick Reading 


Personal Finance Loans Down 
Personal finance companies held 
$495,300,000 in consumer loan balances 
at the close of June, 1942, as balances 
declined $8,400,000 during the month. 
This was a drop of 1.7 per cent in loan 
balances as compared to an increase of 
1.9 per cent during the same month in 
1941. Personal finance companies 
made loans’ (including renewals) 
amounting to $70,300,000 during June. 
1942. This was 11.1 per cent under 
volume of June, 1941, and 22.2 per 
cent above May, 1942, volume. Last 
year, June volume was six-tenths of 1 
per cent larger than May volume. Re- 
payments during June, 1942, totaled 
$78,700,000, a figure roughly 12 per 
cent above previous month repayments 
as well as repayments in June, 1941. 
These figures were released last month 
by the U. S. Department of Commerce. 


State Bank Survey 


Completion of the annual survey of 
the condition and operation of state 
banks of the Committee on State Bank 
Research of the State Bank Division of 
the American Bankers Association has 
been announced by James H. Penick, 
president of the division. Mr. Penick 
is president of the W. B. Worthem Com- 
pany, bankers, at Little Rock Arkansas. 

The study shows that the resources, 
investments, and deposits of state char- 
tered banks all rose to new record highs 
on December 31, 1941. The survey is 
a seventy page book containing many 
tables and charts showing the resources 
and liabilities of the various classes of 
banks in national totals and by state 


and comparative ratios based on these, 
and also tables on earnings and ex- 
penses. 

The purpose of the survey is set forth 
by the Committee on State Bank Re- 
search in the introduction as follows: 

“Meeting the problems of this vitally 
important period in the history of bank- 
ing necessitates our being equipped 
with information about our banks and 
their operations. You will be inter. 
ested in comparing your bank’s ratios 
as to resources, liabilities, earnings, and 
expenses with the averages in your state 
as well as with the averages in other 
states, in order to secure a comparison 
of your operations on a_ nationwide 
basis. We also believe that the com- 
parative tables, as well as the informa- 
tion given by charts and graphs, will be 
helpful in improving bank management 
and increasing earnings.” 

Copies of the survey have been mailed 
to all members of the State Bank Di- 
vision. 


R. Frank Newhall 


R. Frank Newhall, vice-president and 
cashier of the First National Bank of 
Chicago. on July 20 celebrated the 
fiftieth anniversary of his employment 
with the bank. with business as usual 
the order of the day. His associates 
presented him, in commemoration of the 
occasion, with a beautiful antique silver 
service. 

Mr. Newhall’s banking career is 4 
splendid example of the First National’s 
system of promotion and the individual’: 
ability to make good. 

Born at Florence, Kansas, in 1874. he 
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finished his schooling at Newton, Kan- 
sas, high school, and entered the employ 
of the bank as a messenger in 1892. 
After serving in various capacities on 
the bank’s clerical staff, he was ap- 
pointed assistant manager and manager, 
respectively in 1907 and 1910, of the 
country bookkeeping department, and 
had supervision of the accounts of 
banks and bankers. 

His ability and the value of his train- 
ing in this department earned for him, 
in January, 1912, a promotion to assist- 
ant cashier in Division F of the bank’s 
oficial organization, handling the busi- 
ness of correspondent banks. In Janu- 
ary, 1918, Mr. Newhall was elected 
cashier and in 192] was given the addi- 
tional title of vice-president. He then 
assumed charge of Division C, devoting 
his entire attention to the accounts of 
the iron and steel, automobile, agricul- 
tural implement, and allied industries. 
serving their financial requirements and 
studying conditions, credits, and trends 
affecting them. Since 1934 he has 
served as one of the senior vice-presi- 
dents and has been an active partici- 
pant in formulating the policies of the 
bank. Mr. Newhall has the distinction 
of having served under six of the seven 
presidents of the bank since its organ- 
ization in 1863. 

Mr. Newhall has been a_ regular 
attendant at conventions of the various 
bankers associations, and is particularly 
well known throughout the west, where 
his congeniality has made for him a 


host of friends. 


War Damage Insurance 


Coinsurance provisions of the War 
Damage Corporation insurance policy 
as they affect the insurance of bank 
property, and the mortgage investments 
of banks, are among the war damage 
insurance questions discussed in the 
current issue of the Protective Bulletin 
of the Insurance and Protective Depart- 
ment of the American Bankers Associa- 
tion, mailed to A. B. A. members 
recently, 

Using the question and answer 
method the Protective Bulletin raises 
and answers nine questions of special 
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interest to banks. These deal with the 
insurance of bank owned buildings, 
other buildings owned or held in trust 
estates, mortgaged property, chattels 
and other collateral, money and securi- 
ties, and the responsibility of banks as 
depositaries for fire insurance com- 
panies acting as fiduciary agents of the 
War Damage Corporation. 


Watch Stranger Deposits! 


A recent bulletin issued member 
banks by the Federal Reserve Bank of 
Richmond gives the following informa- 
tion: “The United States Treasury De- 
partment knows that Axis agents are 
attempting to bring unlawfully into this 
country substantial sums of United 
States currency looted in Europe. At- 
tempts may be made to deposit such 
currency with you. Therefore please be 
on the lookout for any such money 
which may appear at your tellers’ win- 
dows; make a record of the name and 
address, the amount of money deposited. 
manner in which it was deposited and 
the date; also as to whether this person 
has a safe deposit box in your institu- 
tion. Then report this information 
immediately to the Federal Reserve 


Bank of Richmond.” 


Elected Trustee New York Trust 


At-a recent meeting of the Board of 
Trustees of the New York Trust Com- 
pany, Morris Sayre, executive vice- 
president of the Corn Products Refin- 
ing Company, was elected a trustee of 
the company. 

Mr. Sayre has been associated with 
the Corn Products Refining Company 
since 1908. After managing the com- 
pany’s plants at Granite City and Argo, 
Tll., he became general manager in 
1928. with headquarters in New York. 
Elected a director in 1929, he became a 
vice-president of the company in 1933. 
He is also a director of the New Eng- 
land Grain Products Company, the Com- 
mercial Molasses Corporation. the 
Faries Manufacturing Company. of 
Decatur, Ill., and the New England 
Starch Company. 

Mr. Sayre, a resident of Montclair. 


18% 





\. J., was born in Montrose, Pa. He 
was graduated from the University of 
Richmond with a B. A. degree and from 
Lehigh University with an M. E. degree. 
He is a past president of the Alumni 
Society of the University of Richmond. 


Bank of Manhattan Changes 


F. Abbot Goodhue, president, Bank 
of Manhattan Company, New York has 
announced that effective immediately 
Charles C. Fagg. vice-president, who 
has been in charge of the 43rd Street 
office will assume important duties at 
the main office. 40 Wall Street. Frank 
M. Ransom, assistant vice-president 
for many years associated with Mr. 
Fage at the 43rd Street office. will 
assume charge of that office. 


Mortgage Convention Off 


Acting on the Federal government's 
request that large conventions be de- 
ferred this year because of heavy war- 
time rail travel the Mortgage Bankers 
Association of America has announced 
the cancellation of its 29th annual con- 
Chicago Sep- 


vention schteduled for 
tember 30 and October 1 
Edgewater Beach Hotel. 
The association. however. will hold its 
annual business meeting and a restricted 
Wartime Mortgage Conference to review 
and further correlate the various activi- 
ties of mortgage bankers in the war pro- 
gram, Frederick P. Champ, Logan, 
Utah, Association president, said in his 
announcement. The Conference will be 
September 30 and October 1 and 2, the 
original dates for the convention. 


and 2 at the 


American National Promotions 
George D. Bushnell and Allen P. 


Stults have been advanced to official 
capacities in the American National 
Bank and Trust Company, Chicago, both 
having been elected assistant cashiers 
by the directors, it is announced. 

Mr. Bushnell is a graduate of the 
University of Nebraska and has been 
associated with Chicago banks since 
1920. the past four years with the 
American National. He has been active 
in the work of the American Institute 
of Banking, having been a member of 
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the faculty of Chicago Chapter for 19 
years. He is author of “Bank Organiza. 
tion and Operation,” official textbook of 
the Institute. 

Mr. Stults entered the employ of the 
bank in 1933 as office boy, advancing 
progressively to his present capacity as 
a loaning officer. He has attended the 
University of Illinois and Northeastern 
University Evening School of Com. 
merce. 


Financial Map of Manhattan 


The Industrial Map Company, 4 
gd Street, New York, has published 

“Financial Map of Manhattan” which 
was originated by N. L. Deak of the 
College of the City of New York. The 
map shows the location of all financial 
institutions, gives the addresses and 
locations of the offices of the Federal 
and state authorities and associations 
dealing with finance and banking. 

The price of the map is $5-$7 on 
linen, $8 on linen with sticks and $12 
with board backing, edges taped and 
washable surface. 


Corn Exchange Gets Minute Man Flag 


David E. Williams, president of the 
Corn Exchange National Bank and 
Trust Company. Philadeiphia, has just 
been awarded the Minute Man flag for 
display in the eleven offices of the Com 
Exchange Bank which denotes that 90 
per cent of all employes of the bank are 
buying War Bonds on a payroll dedue- 
tion plan. The flag was awarded by 
Benjamin Ludlow. state administrator 
of the Treasury War Savings staff. Mr. 
Williams states that the flag will be dis- 
played in the different offices of the 
bank. 


Conservation of Office Supplies 


One way to help in the present war 
effort is by concentrating on the con- 
servation of office supplies and equip- 
ment. Many familiar supplies used im 
every-day office operation are becoming 
increasingly scarce and costly. Many 
types of office machinery and equipment 
are not procurable, and at the same 
time, record work resulting from wat- 
time production has increased in vo 
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ume. These conditions stress the im- 
portance of eliminating all possible 
waste in the office. The procedures 
employed by a number of companies to 
inaugurate or intensify existing waste 
reduction programs are outlined in a 
report recently issued by the Policy- 
holders Service Bureau of the Metropoli- 
tan Life Insurance Company. The re- 
port is called “Wartime Conservation 
in the Office” and is available to execu- 
tives who address the bureau on their 
business stationery. Address: Policy- 
holders Service Bureau, Metropolitan 
Life Insurance Company, One Madison 
Avenue, New York City. 


National City and the All-Star Game 
The National City Bank of Cleveland 


had an important part in making the 
All-Star baseball game played in Cleve- 
land last month for the benefit of the 
U. S. O. the patriotic success that it 
was. 

The ball game, played between a 
team of star ball players in U. S. service 
and the winners of the National vs. 
American League All-Star game, at- 
tracted a crowd of 62,000. The bank’s 
part was exchanging for $1 War Sav- 
ings Stamps, the extra-fare stubs which 
were attached to all reserved seat 
tickets. This stub added $1 to the cost 
of each ticket, making their price $2.35. 
If not redeemed for a War Savings 
Stamp. the $1 went to the U. S. O. fund. 

National City Bank purchased $75.- 
000 in War Savings Stamps prior to 
the game, and placed each in a small 
glassene envelope, on which the bank 
and its services were advertised. It also 
took space in newspapers to advertise 
the game and the redeemability of the 
ticket stubs, and the newspapers ran 
numerous mentions of the stunt and 
the hank’s part therein. One such story 
contained a full picture of the ticket. 
the stubs, and directions for exchanging 
for War Stamps. 

The bank arranged to exchange the 
stubs at special windows in its lobby 
during banking hours, but for the even- 
ing of the games, there were set up 
seven tellers’ cages manned by 15 em- 
ployes of the bank in the grandstands 
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so that those present at the game could 
exchange their stubs then and there. 

Dale Brown, assistant cashier and 
advertising director of the bank, who 
arranged for the bank’s participation in 
the work of putting over the War Sav- 
ings sale at the game, comments that 
the results of any such community, civic 
event activity are bound to be in- 
tangible. Nevertheless, a check at the 
bank’s Saving Stamps windows indi- 
cates that the stubs brought many people 
into the bank who had never visited 
the institution before. 


Savings Bank Life Insurance in N. Y. 


In less than three and one-half years 
since the inception of Savings Bank 
Life Insurance in New York, the mutual 
savings banks in that state providing 
this service, have issued over twenty- 
five million dollars of “over the 
counter” policies. Issues for the first 
six months of 1942 amount to $5.648.- 
200. A recently completed survey of 
the type of people applying for Sav- 
ings Bank Life Insurance shows that 
29 per cent of the applications currently 
being received are from factory work- 
ers. This is the largest single occupa- 
tional classification. Office and store 
clerks, firemen, restaurant employes. 
domestics, policemen, housewives and 
students account for an additional 55 
per cent of the applications, with the 
balance, 16 per cent, coming from pro- 
fessional men, executives and persons 
with miscellaneous occupational classi- 
fications. 

Thirty-four per cent of applications 
are for $500 or less, and 74 per cent 
are for $1.000 or less. Only 13 per 
cent of applications are for the maxi- 


mum of $3.000. 


Bank Auditors Convention Off 


Cecil W. Borton, president. National 
Association of Bank Auditors and 
Comptrollers, has announced the can- 
cellation of the organization’s 18th an- 
nual convention which was scheduled to 
be held in New York City. October 8. 
9, 10. 


Mr. Borton. who is assistant vice- 
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president of the Irving Trust Company, 
New York, has written a letter to all 
members and outlined reasons for the 
cancellation. His letter urges the mem- 
hership to carry on the work and prog- 
ress of past years by expanding the 
program through a wider use of the 
present standing committees. 


Edward M. Gaillard 


Edward M. Gaillard, vice-president 
and director of the Union & New Haven 
Trust Company, New Haven, Conn., has 
been elected executive vice-president. 

Mr. Gaillard came to the trust com- 
pany from the Bankers Trust Company 
of New York in 1923 to serve as assist- 
ant to the president. He was made a 
vice-president in 1928 and a director 
in 1940. 

Mr. Gaillard was born in Philadel- 
phia, where his parents had moved from 
Charleston, S. C. He attended the 
Chestnut Hill Academy, Philadelphia, 
and was graduated from Yale Univer- 
sity in 1920. During World War I 
he attended the first officers’ training 
camp and rose to the rank of first lieu- 
tenant in the 312th Field Artillery, 79th 
Division. serving overseas for about 
fourteen months. 

He has been a member of the Defense 
Loan Committee, now the War Com- 
mittee, of the Connecticut Bankers 
Association since 1940 and a member 
of the bankers” committee of the New 
England Council for the past five years. 
He is a past member of the executive 
council of the American Bankers Asso- 
ciation and also formerly served as 
president and a member of the executive 
and legislative committees of the Con- 
necticut Bankers Association. 


N. Y. State Issues Popular Report 


The intricate details of the finances of 
New York state are popularized in a 
simple, condensed form. intelligible to 
the layman, in the summary report for 
the fiscal year ending June 30, 1942. 
issued recently by State Comptroller 
Joseph V. O’Learv. This marks the first 
time that a simplified report has been 
issued by the Department of Audit and 
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Control, with the aim of increasing 
popular understanding of the state's 
finances. The new streamlined report 
of 24 pages, a third of them devoted to 
pictorial charts and photographs, gives 
the essence of several hundred pages of 
data contained in the complete annual 
comptroller’s report. 

In the foreword of the report, Comp- 
troller O'Leary points out that, owing 
to the progress made in the past few 
years in modernizing and mechanizing 
the state’s accounting and auditing pro- 
cedures, it is now possible to issue the 
complete comptroller’s report within a 
few weeks after the close of the fiscal 
year. 














‘‘Squawk’’ Committe Revived 


The Nebraska Bankers Association 
has revived its “squawk” committee, 
whose function is to file protests with 
the broadcasters of derogatory  state- 
ments about banks and bankers, whether 
radio, newspaper, magazine, or what 
not. “It is not the intention to fight 
with them about it.” says the associa- 
tion’s bulletin. “Rather. the mere call- 
ing to their attention what they are 
doing to injure the standing vi the 
banks with the general prbiic is suf- 
ficient. for most of the damage is done 
unintentionally.” 


Convention Dates 


Owing to war conditions conventions are 
subject to change and cancellation. 


STATE AND REGIONAL 


September 2-5—Virginia Bankers Confer- 
ence, University of Virginia, Charlottes- 
ville. 

September 6-9—Iowa Bankers Association, 
Hotel Fort Des Moines, Des Moines. 
September 6-9-—Iowa Junior Bankers, Hotel 

Fort Des Moines, Des Moines. 

September 8-10—Savings Bank Association 
of Maine, Poland Spring House, Poland 
Spring. 

September 23-25—New York Savings Banks 
Association, Waldorf-Astoria Hotel, New 
York. 

October 12—Vermont Bankers Association, 
Hotel Vermont, Burlington. 

October 21-22—Savings Banks Association 
of Massachusetts, Hotel Statler, Boston. 















